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Mr. KENNEDY. Mr. President, have
the yeas and nays been ordered on the
amendment?

The ACTING PRESIDENT pro tem-
pore. The yeas and nays have been or-
dered.

The question is
amendment No. 443.

The clerk will call the roll.

The assistant legislative clerk called
the roll.

The result was announced—yeas 76,
nays 24, as follows:

[Rollcall Vote No. 111 Leg.]

on agreeing to

YEAS—T6
Akaka Dorgan Murkowski
Allard Durbin Murray
Allen Edwards Nelson (FL)
Baucus Feinstein Nelson (NE)
Bennett Fitzgerald Reed
Biden Graham Reid
Bingaman Gramm Roberts
Ll Gras;ley Rockefeller
Breaux Harkin Santorum
Brownback Hatch Sarbanes
Bunning Hollings N
Burns Hutchison Schu.me1
Cantwell Inhofe Sessions
Carnahan Inouye Shelby
Carper Johnson Smith (NH)
Chafee Kerry Smith (OR)
Cleland Kohl Snowe
Clinton Landrieu Specter
Cochran Leahy Stabenow
Conrad Levin Stevens
Corzine Lincoln Thompson
Daschle Lugar Torricelli
Dayton McCain Voinovich
DeWine McConnell Warner
Dodd Mikulski Wellstone
Domenici Miller

NAYS—24
Bayh Enzi Kennedy
Bond Feingold Kyl
Byrd Frist Lieberman
Campbell Gregg Lott
Collins Hagel Nickles
Craig Helms Thomas
Crapo Hutchinson Thurmond
Ensign Jeffords Wyden

The amendment (No. 443) was agreed
to.

——————

RESTORING EARNINGS TO LIFT IN-
DIVIDUALS AND EMPOWER FAMI-
LIES (RELIEF) ACT OF 2001

The PRESIDING OFFICER (Mr.
ALLEN). Under the previous order, the
Senate will proceed to the consider-
ation of H.R. 1836, which the clerk will
report.

The assistant legislative clerk read
as follows:

A bill (H.R. 1836) to provide for reconcili-
ation pursuant to section 104 of the concur-
rent resolution on the budget for fiscal year
2002.

The PRESIDING OFFICER. Under
the previous order, the Senator from
West Virginia, Mr. BYRD, is recognized
to speak for up to 30 minutes, with the
time not being charged to the rec-
onciliation bill.

Mr. KENNEDY. Mr. President, may
we have order so the Senator from
West Virginia can be heard. This is an
enormously important issue and the
Senator has thought long and hard
about it. The Senator is entitled to be
heard.

The PRESIDING OFFICER. The Sen-
ate will be in order. Senators will take
their conversations off the floor.
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The Senator from West Virginia.

Mr. BYRD. Mr. President, I thank
the very distinguished Senator from
Massachusetts for his thoughtfulness,
his consideration. I thank the Chair. I
also thank those Senators who are lis-
tening, even though they may not be in
this Chamber. I thank the majority
leader for arranging for me to have this
time without its being charged against
the time on the reconciliation bill.

Mr. President, the day before yester-
day, Americans turned on their tele-
vision sets to see live coverage of a
runaway freight train traveling
through northwestern Ohio. I saw it.
Many of you saw it. Nobody was at the
controls and officials were failing in
their attempts to stop the train. To
make matters worse, the train was car-
rying toxic chemicals. News stations
were bracing for disaster. The safety
mechanisms put into place to prevent
such a scenario were not working.
Local and emergency personnel were
left simply to block highway intersec-
tions, to issue warnings, and to let the
runaway train rumble through, endan-
gering the environment, endangering
the infrastructure of whatever cities or
small towns happened to be in the way,
and endangering the lives of citizens.

Mr. President, the Senate, today,
faces its own runaway train. These tax
cuts have been on the fast track since
they were first proposed in the snows
of New Hampshire during last year’s
campaign. A budget resolution was
rushed through this body to authorize
this tax cut bill, bypassing the Budget
Committee, and without the benefit of
the President’s detailed budget, or any
analysis from the Joint Tax Com-
mittee, or the Congressional Budget
Office. Senate Democrats were then ex-
cluded from the conference committee
to further expedite the process.

Mr. President, I was talking with one
of our new Members about the concur-
rent resolution on the budget, and
about the fact that the members of the
Budget Committee representing the
minority were excluded. This was a rel-
atively new Member in this Senate. He
said, ‘I was disturbed by that.”” But he
said, ‘““The Democrats did it when they
were in power. That is what they tell
me.”’

Mr. President, not a word by those
who say that was done by the Demo-
crats when they were in control—not a
word—is true. The Democrats, when
they were in control, never excluded
the then minority from the conferences
or from the committees with respect to
the budget. I was majority leader and
it was not in my makeup; it would be
totally alien to me to exclude the mi-
nority, when I stand up so many times,
as I have over the years, to say that
the Senate is the protector of minori-
ties, the Senate protects the minority’s
rights.

I have read about those tales told by
some Senators—often, the aides of the
minority—who are presently in the mi-
nority who said: Well, BYRD did this;
BYRD did this. Those Members were not

May 17, 2001

even in the Senate when BYRD was ma-
jority leader. They were not here.
Three-fifths of the Senate makeup
today were not here when Byrd was
majority leader, were not here when
Senator Mansfield was majority leader,
were not here when Lyndon Johnson
was majority leader. So much for that.

The safety mechanisms that the Sen-
ate put into place to prevent such a
reconciliation disaster have been dis-
abled, and there seems little anyone
can do but issue warnings, and watch
the train rumble through, endangering

our Nation’s infrastructure invest-
ments and our Nation’s fiscal sound-
ness.

The tax cuts that are involved here—
and let me say parenthetically that I
like to vote for tax cuts. Over the 55
years I have been in public office, I
have voted for a several tax cuts, and it
is always a great pleasure to do that.

Let me say this. I respect every Sen-
ator in this body, no matter if he dis-
agrees with me, no matter if he votes
for this tax cut. I respect his or her de-
cision on that matter. I found when I
was majority leader, that the Senator
who hurt me today by his vote saved
me tomorrow. I say what I say today
with great respect.

I am not against all tax cuts, but I
am against this one, this colossal tax
cut that is based on projections over 10
years away Wwhen we cannot even
project the economy 1 year away or 6
months away. It is like the weather.
These things are really unpredictable.

This is a tax cut that threatens to ig-
nite an explosion in the national debt
and blow up the economy as resources
are squandered and long-term problems
are ignored.

Mr. President, a few days ago, the
Senate passed the FY 2002 budget reso-
lution, and even before Senators had
voted, there was little reason to believe
that this body would abide by the rev-
enue levels set forth in that budget res-
olution. Senators were openly talking
about how tax cuts would exceed those
authorized in the budget resolution.

In other words, Mr. President, that
budget resolution was a sham. Its pri-
mary purpose was to authorize a rec-
onciliation bill by which this body
would pass a massive tax cut bill that
could not be passed as a free standing
bill. This $1.35 trillion tax cut could
not be passed in this Senate as a free-
standing bill.

Section 103 of the FY 2002 budget res-
olution allows the Republican leader-
ship to bring this massive $1.35 trillion
tax cut bill to the floor as a reconcili-
ation bill. And why is it so important
to that leadership? Because section 103
permits the Republican leadership to
bring the tax cut bill to the floor with,
at most, 20 hours of debate. And rec-
onciliation allows time to be yielded
back on a nondebatable motion. Sec-
tion 103 makes sure that the bill can-
not be filibustered. So section 103
makes sure that 51 votes will be
enough to pass the tax cut bill.

In other words, Mr. President, the
most important feature of the budget



May 17, 2001

resolution for the Republican leader-
ship was the provision that allows the
leadership to muzzle debate on a bill
that will change the fiscal landscape of
this Nation for a generation and by so
doing, to thwart the will of the minor-
ity in this Senate.

Under our Constitution, under our
Senate rules and precedents, under our
laws, it is the Senate that is supposed
to ensure that complex bills have a
thorough debate. The people are enti-
tled to that. Yet, this tax bill will not
get the debate that it so richly de-
serves. In all likelihood, it will be
passed before midnight of this black
day.

Under the Congressional Budget Act,
reconciliation bills are limited to 20
hours of debate. The 20 hours can be re-
duced by a nondebatable motion. We
have a $5.6 trillion gross debt, $20,062
for every man, woman, boy, and girl in
this country; to put it another way, it
represents $929 for every man, woman,
boy, and girl in the world; $929 for
every man, woman, boy, and girl in the
world! The budget resolution and this
$1.35 trillion tax bill will result in an
increase in that gross debt to $6.7 tril-
lion in 2011, or over $22,000 per person
in this country.

Was that budget resolution a dis-
ciplined plan for tax policy? No. It
squandered potential surpluses on a
$1.35 trillion tax cut that is conven-
iently drafted to have exploding costs
in the outyears.

I probably will not be here. Many of
us will not be here when that time
comes in the outyears. Some Senators
will be defeated—mark my word—be-
cause of the votes they will cast on
this bill.

Over 61 percent of the revenue losses
contained in the tax cut bill will come
in the second 5 years of the 10-year
plan. Tax reductions grow from $10 bil-
lion in fiscal year 2001 to $186 billion in
fiscal year 2011. The Center on Budget
and Policy Priorities estimates that in
the second 10 years—get this—in the
second 10 years, from 2012 to 2021, the
key years when Social Security will be
in jeopardy—hear me now, you elderly
citizens; hear me, you young peobple
whose parents will become elderly, who
may be already elderly and when you,
too, will become elderly, if God blesses
you to live long enough—the key years
when Social Security and Medicare
will be in jeopardy, the revenue losses
will total $4.1 trillion.

How long does it take to count a tril-
lion dollars at the rate of $1 per sec-
ond? Thirty-two thousand years!

This is a bear trap. This bill could
just get 10 hours of debate. If the ma-
jority wishes to yield back its time,
the minority will have 10 hours. It is
that plain and simple. So why do we
have a reconciliation bill process that
limits debate? What was the common
good that warranted our sacrificing our
tradition of full debate in this Senate?

I helped to craft the Congressional
Budget Act of 1974. I can assure Sen-
ators that the authors of that act did
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not intend the reconciliation process to
be used for a large tax cut. That was
called the Budget Reform Act of 1974.
Well, if it was called, as it was, the
Budget Reform Act, surely it did not
intend to be used to pass colossal tax
cuts.

The intent in creating the House and
Senate Budget Committees, the Con-
gressional Budget Office, and the budg-
et and reconciliation process was to as-
sert Congress’ prerogatives in the
budget process. The Constitution vests
in the Congress the power over the
purse. That is a power for which our
English forbears fought and spilled
their blood at the point of the sword,
to wrest from tyrannical monarchies
the power of the purse and place it in
the hands of the people’s elected rep-
resentatives in the House of Commons.

Yet, in the recent years before the
passage of this Budget Act—I was here.
I was here. I didn’t just read about it;
I was here; Senator KENNEDY was here;
a few other Senators were here—in the
recent years before the passage of the
Budget Act, the power of the purse was
being usurped more and more by the
executive branch. There were deferrals
of appropriations; there were rescis-
sions of appropriations. Made by
whom? The Chief Executive. And so
Congress got its belly full of that and
passed the reconciliation process. The
Budget Reform Act was established.

The reconciliation process was estab-
lished as a mechanism to make sure
that the goals set out in the budget
resolution were implemented through
the spending and tax bills that fol-
lowed. It allowed the Congress to es-
tablish enforceable reconciliation in-
structions on the authorizing commit-
tees so that both spending and revenue
targets would be achieved. The rec-
onciliation bill was intended to be a
tool to reconcile any differences be-
tween those goals and the final bill.
Most importantly, reconciliation pro-
vided a tool to deal with persistent
budget deficits.

As a deficit-fighting tool, reconcili-
ation has proved to be quite effective.
Since 1980, reconciliation bills have
been passed and signed into law 14
times, resulting in trillions of dollars
of savings.

Regrettably, in recent years the Sen-
ate Republican leadership has chosen
to take a course that has fostered po-
litical polarization. In 1999, a reconcili-
ation bill was used to consider a $792
billion omnibus tax cut, targeted to
the wealthy, that would have slowed
the progress on reducing the debt. It
was vetoed. In 2000, the reconciliation
process was again used for huge tax
cuts and, again, the bill was vetoed.

The desire to limit the rights of Sen-
ators—and when we limit the rights of
a Senator in the chair or the Senator
from Massachusetts or the Senator
from Georgia or the Senator from New
Jersey or the Senator from Nevada or
other Senators—we limit the rights of
the people they represent. Limit my
rights in this body and you limit 1.8
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million West Virginians’ rights in this
body.

In both 1999 and 2000, the appropria-
tions process ended with large omnibus
appropriations conference reports that
were unamendable and contained bills
and issues that had never been before
the Senate.

What are we doing to the Senate
process? What are we doing to the leg-
islative process? What are we doing to
the rules and precedents of the Senate?
We are ignoring them. We are making
them irrelevant.

In the Consolidated Appropriations
Act for fiscal year 2000, five appropria-
tions bills were included, along with
numerous non-appropriations bills such
as a State Department Authorization
bill, arms control compliance legisla-
tion, and Superfund recycling rules.
Last year, three bills were included in
the Consolidated Appropriations Act
for Fiscal Year 2001 along with Medi-
care and Medicaid reforms and new tax
legislation establishing new tax ex-
penditures. One of those Appropria-
tions bills, the Treasury/General Gov-
ernment Appropriations Bill had never
been taken up in this Senate.

Now this is no way for the Senate to
take care of the Nation’s business. We
should do better. All of us, majority
and minority alike, should seek to pro-
tect the institution of the Senate. This
Senate is going to be here long after
the Presiding Officer has served his
tenure here. The Senate will be here
long after the Senator from West Vir-
ginia has been forgotten. This Senate
will be here, it will stand. We should
remember that the Senate is for the
people, all the people, the people who
are yet unborn. We hold their rights in
our hand. We should not bend our rules
to promote the partisan political goals
of the moment.

In the 107th Congress, this Congress,
we should insist on our rights as Sen-
ators for a full debate. Last year we
took direct action to address the issue
of omnibus appropriations containing
matters that had not been before the
Senate by reasserting rule XXVIII. I
thank the majority leader and the mi-
nority leader and Senator STEVENS for
joining with me in reasserting, reinsti-
tuting, rule XXVIII last year.

This year the Senate approved my
amendment to the budget resolution to
extend debate on the reconciliation bill
to 50 hours and to limit the so-called
vote-aramas by ensuring that amend-
ments were printed in the CONGRES-
SIONAL RECORD for all Senators to see.
Sadly, my amendment was dropped
during the closed-door conference be-
tween the two Houses. Senators should
have an opportunity at length to de-
bate and to amend the tax cut legisla-
tion.

Why is the Republican leadership in-
sisting on using the reconciliation
process for tax cut legislation? What
are they afraid of? The Republican
leadership did not hide behind a rec-
onciliation bill for President Reagan’s
tax cut. Senator Howard Baker was the
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majority leader at that time. They
didn’t hide behind a reconciliation.
They brought it up as a freestanding
bill.

In 1981, President Reagan sent to
Congress a large tax cut proposal and
numerous proposals to cut spending.
The Congress used the reconciliation
process, the Omnibus Budget Reconcili-
ation Act of 1981, to debate the spend-
ing cuts. The tax cuts, however, were
fully debated as a freestanding bill, the
Economic Recovery Tax Act, without
depending on reconciliation. There
were 118 amendments debated over 12
days. What a difference.

The American people elect their rep-
resentatives to come to Washington to
debate the issues that affect their daily
lives. They did not elect Senators to be
rubberstamped. That is why I say to
every Senator, every new Senator: Re-
member one thing. You don’t serve
under any President. You serve with
the President.

I have served with 11 of them, count-
ing the current one. The Senate is not
a quivering body of humble subjects
who must obey. They only must obey
the people who send them here. We
should not short circuit debate on a
bill that will hit home in the pocket-
book for decades to come.

In the Federalist No. 10—there were
85 Federalist Papers, I urge Senators to
read these Federalist Papers again. Let
me read from the Federalist No. 10 by
Madison. Listen to what he said and
apply it to today’s Senate:

Complaints are every where heard from our
most considerate and virtuous citizens,
equally the friends of public and private
faith, and of public and personal liberty; that
our governments are too unstable; that the
public good is disregarded in the conflicts of
the rival parties; and that measures are too
often decided, not according to the rule of
justice, and the rights of the minor party;
but by the superior force of an interested and
over-bearing majority.

That was James Madison speaking,
and it sounds as if it were written only
yesterday.

After 6 years of divided government,
President Bush promised that he would
be a unifier. The President has said
that he wants bipartisanship. He has
said that he has faith in his plan. If
those statements are true there is no
need to hide behind the iron wall of
reconciliation. Webster defines rec-
onciliation as a restoration of friend-
ship or harmony. Let us not use the
reconciliation process to divide and po-
larize this Congress. Now is the time to
hear all the voices and build consensus
among ourselves and among our people.
The American people expect and de-
serve a full debate.

How much time do I have remaining,
Mr. President?

The PRESIDING OFFICER. The Sen-
ator has 2 minutes 45 seconds.

Mr. BYRD. Mr. President, if this tax
cut is such a good idea, why don’t we
take the time to debate it? Why don’t
we debate these tax cuts at length, if
this is such a good idea?

I say to you, Senators, your votes are
going to have consequences. We don’t
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even know yet what the review of the
military services and the Defense De-
partment will cost. We don’t yet know
the cost. That is still out there to be
heard from. We don’t have an energy
policy in this country. We haven’t done
anything to shore up Social Security.
We have crumbling schools. We have
dangerous highways. We have unsafe
airports. Our people don’t have pure
drinking water in many of the rural
areas.

Now is the opportunity for us to do
something about those things. What
are we going to tell our old people, our
senior citizens?

This is a red letter day for the Amer-
ican people. Here is the calendar. I will
say it is a black day. I remember Black
Tuesday, October 29, 1929, which
marked the beginning of the Great De-
pression—Black Tuesday.

This is Black Thursday, May 17, 2001.
Remember it—Black Thursday. This is
a Black Thursday for the American
people, a day on which we will have
squandered the unalienable right of our
elderly citizens to the pursuit of happi-
ness mentioned in our Declaration of
Independence.

We will have squandered the
unalienable right of our elderly citi-
zens to the pursuit of happiness by bar-
tering it for a mess of tax pottage.

Mr. President, when Aaron Burr in
1805 addressed the Senate before his de-
parture through the Senate doors of
the old Chamber for the last time, he
uttered these prophetic words:

This House is a sanctuary; a citadel of law,
of order, and of liberty; and it is here—it is
here, in this exalted refuge; here, if any-
where, will resistance be made to the storms
of political phrensy and the silent arts of
corruption; and if the Constitution be des-
tined ever to perish by the sacrilegious
hands of the demagogue or the usurper,
which God avert, its expiring agonies will be
witnessed on this floor.

Mr. President, we are witnessing the
demise of the U.S. Senate as our fore-
fathers knew it and as I knew it when
I came to this body. We are witnessing
the demise on this day—Black Thurs-
day—and in these times. Burr’s pro-
phetic words are being borne out before
our very eyes. History will not be kind
to us, nor will our children and grand-
children rise up to call us blessed.

Remember, my colleagues, May 17,
2001—Black Thursday!

I yield the floor.

The PRESIDING OFFICER. I thank
the Senator from West Virginia. Who
yields time on the pending bill? The
Senator from Iowa.

Mr. GRASSLEY. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The senior assistant bill clerk pro-
ceeded to call the roll.

Mr. GRASSLEY. Mr. President, I ask
unanimous consent the order for the
quorum call be rescinded.

The PRESIDING OFFICER (Mr. EN-
SIGN). Without objection, it is so or-
dered.

Mr. GRASSLEY. Mr. President, there
is, at the desk, a committee amend-

The

May 17, 2001

ment. I ask unanimous consent that it
be adopted, the motion to reconsider be
laid upon the table, it be considered
original text for the purpose of further
amendments, and all points of order be
considered preserved.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

The amendment (No. 650), in the na-
ture of a substitute, was agreed to.

(The text of the amendment is print-
ed in today’s RECORD under ‘‘Amend-
ments Submitted and Proposed.”’)

Mr. GRASSLEY. Mr. President, we
will start consideration right now, and
there will be up to 20 hours of debate
and action on the bill that is before us
under the reconciliation provisions of
the Budget Act on what will be the
largest tax cut that has been given to
the American people in the past 20
years. In this process, we are going to
take a considerable and substantial
sting out of the Federal tax bite. This
is the third-largest tax reduction in the
last 50 years, to put it in some other
perspective as well.

Before I get to the issues that are be-
fore us, I will say a little bit about the
process of putting this legislation to-
gether.

I know we are all going to be think-
ing about what kind of tax bill we
have, how much taxes are going to be
reduced, the fairness of it all, and the
equity of it all. But I would like to
have my colleagues spend a little bit of
time thinking in terms of how we got
here.

First of all, almost 12 months ago,
the President of the United States gave
a speech saying that one of the founda-
tions of his campaign was going to be a
very substantial tax reduction because
taxes have reached the highest point
they have ever been in the peacetime
history of the United States.

He campaigned on that and did not
back off one iota when pundits made
fun of it, when economists maybe took
exception to it. It was very well
thought out and intellectually honest.
He pursued full steam ahead through
the highs and lows of the campaign—
through times when you might be de-
pressed with the campaign going
against you, through times when you
were on a high in the campaign, and
right through that campaign—through
the election, through the period of
time when there was some sort of ques-
tion as to who might be the next Presi-
dent because of what was going on in
Florida and the counting of ballots,
and from the time he was announced
the winner to the time he gave his in-
augural address on the day of swearing
in.

So we are here today because we have
a President who wants to make a dif-
ference, a difference for the taxpayers
in this country, a difference for the
economic advancement of our people,
the creation of jobs, and the encourage-
ment of investment.

Without this Presidential leadership,
we would have tax bills before the Con-
gress this year but they would not be
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as substantial as what we now have be-
fore us. For the President of the United
States, it is not substantial enough be-
cause, as we know, he proposed almost
20, 25 percent more than we are dealing
with. Here again, the President must
accept the will of the people expressed
through the Congress. There was a
compromise, a necessary bipartisan
compromise on a level somewhat less
than what the President proposed, but
the $1.35 trillion we are dealing with in
this bill.

The bill we have before us is a prod-
uct of the process: The Presidential
election, the extremely important
leadership of a President who is com-
mitted to principle and performing in
office what he said he would do during
the campaign—and that is a rarity in
politics, but this President is doing it—
and the legislative process in the Con-
gress.

Compromise is always necessary in
any Congress, whether it is overwhelm-
ingly controlled by one party or the
other party or whether it is evenly di-
vided, as it is now in the Senate—abso-
lutely evenly divided, 50 Democrats/50
Republicans—or in an almost evenly
divided House of Representatives with
the Republicans being the clear major-
ity.

Process is pretty important. I want
people to think of this process as we
debate very controversial amendments
over the next 2 days. The Senate Fi-
nance Committee is kind of a micro-
cosm of the entire Senate, and perhaps
people will think of the hard work Sen-
ator BAUCUS and I, and my colleagues
on the Republican side and almost half
of the Democrats, have put into
crafting this legislation. It didn’t hap-
pen in one 10-hour meeting on Tuesday,
when we considered all the amend-
ments that were in dispute, about the
product Senator BAUcCUS and I put to-
gether. It didn’t happen in 10 hours. It
happened over a long period, starting
about mid-January. I will refer to some
of the substantial things that happened
to get us where we are today from
where we were last January.

That is not to detract from what I
said about the President of the United
States contributing greatly to where
we are today as well, maybe not in the
specifics of the bill but the overall
questions—are taxes too high, and
should they be reduced—the President
winning on the process that they
should be reduced, and now going
through the process of actually giving
the American working men and women
the tax relief they deserve.

People will get tired of my saying it,
but this is a bipartisan tax bill. My
friend Senator MAX BAUCUS, ranking
Democrat on the Finance Committee,
worked with me to put together a
package of tax cuts that would receive
solid support on both sides of the aisle.
We knew this would not be easy, get-
ting the people’s business done, unless
it was a bipartisan product. That,
again, is a reality of a 50/50 Senate.

This bill came together after the
Senator from Montana and I heard
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from our respective caucus members
about their priorities. You don’t put
together the biggest tax cut in two dec-
ades without considering all points of
view. As we start this debate now, it is
not just Senator BAUCUS and Senator
GRASSLEY who are at the table—where
maybe that was the situation from
time to time over the last several
months—every Senator, all 100, is at
the table as we now consider the prod-
uct of the Finance Committee and its
bipartisan cooperation. That is the na-
ture of the Senate.

We talked to our members about
their priorities, and then we put this
product together. Two days ago, our ef-
forts yielded the results we hoped for
when we started out 4 months. ago.
This bill was approved by the Senate
Finance Committee by a 14-6 margin, a
clear demonstration of solid bipartisan
support.

I hope the work that has gone into
this product over the last 4 months is
respected. Even though Members might
not agree with it, could they do better?
Each time people are down here casting
a vote—and they are going to vote yes
or no—I ask my colleagues, particu-
larly on the Republican side, to think
in terms not that they like everything
that is in here but could they have
done better. If they can’t do better, I
hope they will show respect for the bi-
partisan approach we used.

More importantly, I hope they will
respect the transparency that has been
the hallmark of the Finance Commit-
tee’s work throughout the first 4
months and the communication that
has gone into this by individual Mem-
bers communicating with others to
say, ‘“What do you think about tax leg-
islation,” to get specific points of view
from specific Members and, most im-
portantly, the people on this com-
mittee as well as others outside the
committee.

It was not easy to arrive at a final
agreement. Among the Finance Com-
mittee’s 20 members, there were many
opinions on what is important. In the
end, no one got everything he or she
wanted, including this chairman. Most
of us got something we can support. We
got a bill that will reduce taxes, will
bring about tax relief for American
working men and women in a meaning-
ful way, in a way that taxpayers are
going to notice and notice soon—by
this summer—and they then will see it
in fatter wallets.

I am very pleased Senator BAUCUS
and I and other members of the Senate
Finance Committee have been able to
put together this truly bipartisan
package. It is a testament to the Fi-
nance Committee that within 1 week
after the budget resolution was passed,
we now are on the Senate floor to vote
on comprehensive tax relief for every-
one who pays income taxes in America.
I hope the Senate will express—not to
me, not to Senator BAUCUS, but to
other members of the committee—the
cooperativeness and the spirit of co-
operation that was evident throughout
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that process Tuesday. I want Members
to know that I am proud of the Finance
Committee in this process as well as
the substance of this legislation.

Now I will turn to what is in the bill.
The heart of the bill is across-the-
board tax cuts in individual income tax
rates.

Again, a little bit about the process:
Senator BAUCUS and I have met at
least weekly for a long period of time
since January. I met with individual
members of the committee in their of-
fice—not in my office, in their offices—
throughout the month of January and
February, both Republicans and Demo-
crats. I have had my staff meet with
other staff on an ongoing basis, but
very intensively, during and since the
Easter break.

I have also had an opportunity to
visit with Members outside of my cau-
cus and also Democrat Members out-
side of the committee as well. And you
always wonder when you go down this
process—it takes over 3 or 4 months—
whether it is time well spent. I won-
dered, as I would go to the next meet-
ing, whether it was really worth my
time.

Let me say, in looking back to all
the time I have put in on this, and I
think of my background as a farmer;
you put the seed in the ground, as we
are doing in Iowa, to grow the biggest
corn crop that any State produces—be-
cause we are No. 1—and for the first pe-
riod of time before it emerges above
the ground, three-fourths of that
growth that first month is below the
ground. You don’t see it unless you dig
in there with your fingers and inspect
it.

And so Senator BAUCUS and I sowed
that seed in January and that seed
sprouted. I know now it sprouted; I
didn’t know then that it would sprout.
It sprouted for those days between the
middle of January and last Friday at
1:30, when we finally had an agreement.

So I conclude that whatever time I
spent on this—and I am going to con-
clude for Senator BAUCUS, and maybe I
should not do that—and whatever time
he spent on that process was time well
spent. Even though we are going to
have honest disagreements, I hope we
can be cordial and polite in this process
of debate. I will have to remind myself
of that from time to time as well.

Now to the process. The heart of this
bill, as I said, is across-the-board tax
cuts of individual income tax rates.
This bill creates a new 10-percent rate
that will apply retroactively to the be-
ginning of this year. This new low rate
will apply to income that is currently
taxed at a 15-percent rate. So people
who are hit first by the 15-percent rate
now can already count going back to
January 1 this year, that on their first
dollars made they are not going to pay
15 percent; they are going to pay 10
percent. It will give immediate tax
cuts to millions of American taxpayers
and provide an immediate stimulus to
the economy.
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For married persons, the upper end of
the 15-percent rate bracket will be ex-
panded to include income currently
taxed at the 28-percent rate. So for
those people being taxed at 28 percent,
they are going to see more of their in-
come taxed at the lb-percent rate. The
current 28-percent rate will drop to 25
percent. The current 3l-percent rate
will fall to 28 percent. The existing 36-
percent and 39.6-percent rates will be
lowered to 33 and 36, respectively.

This legislation also includes imme-
diate death tax relief and its eventual
repeal.

This bill expands the child credit and
earned-income credit, enhances pen-
sion protection and incentives to save,
and creates over $30 billion in edu-
cational incentives—full deductibility
of interest on student loans, deduct-
ibility on college tuition, and on edu-
cational savings accounts. It provides
marriage penalty relief and relief from
the individual alternative minimum
tax.

Everyone in America will share in
this tax cut. It is across-the-board re-
lief for those who pay income taxes.
That means that this tax cut will flow
to every wallet on every Main Street in
America. Over 100 million individuals
and families will have their tax relief;
14 million elderly individuals will re-
ceive tax reduction, resulting in 12 mil-
lion paying less tax on Social Security
benefits; over 40 million couples will
benefit from the marriage penalty re-
lief; 3 million couples will no longer
itemize deductions as a result of the
standard deduction increase; 9 million
individuals and families will benefit
from the increased individual retire-
ment account contribution limits from
$2,000 to $5,000; 30 million families will
benefit from the increased child credit.

This is a tax bill for everyone, re-
gardless of income level, size of family,
your age, your marital status. I will
give you a few examples of what we ex-
pect next year.

A married couple with two children
and $15,000 in income will pay no in-
come tax because we expanded the
earned-income credit and per-child
credit. This family will receive an addi-
tional $1,000 from the Government. A
married couple with two children and a
$90,000 income will receive an addi-
tional tax reduction of $1,050. A couple,
age 65, married and filing jointly, with
a $30,000 income, will have a $600 reduc-
tion. A single mom with one child and
a $25,000 income will receive a tax cut
of $400.

Keep in mind, these examples are for
the year 2002, which is just the begin-
ning of these tax savings. The tax rate
cuts, child credits, and other benefits
will greatly increase as they are phased
in over the next several years.

I know most of us in this Senate also
have personal stories about what this
tax relief for working men and women
will do for those same people back
home. I will tell you about some of the
people in Iowa and what this tax cut
will mean for them.

CONGRESSIONAL RECORD — SENATE

Maurice Colby, Vinton, IA, retired
after processing waste water for the
Navy for 28 years. He works part time
for his neighbor, a family farmer, dur-
ing planting season. I will bet he works
there during harvesting season as well.
He does that to earn extra money.

As retirees, Mr. Colby and his wife
worry about expenses. Their total tax
bite is tough, especially when heating
fuel and high gasoline prices are con-
sidered. The Colbys usually take a
driving vacation most summers but not
this year. Mr. Colby said this to me:
“It’s time for relief. It has been a long
time.”

Ronald Harless, 76, and his wife Jean,
72, of West Des Moines, are retirees on
a fixed income. Mr. Harless worked as
a printer making telephone books. Mrs.
Harless was an office worker. Mr.
Harless says he lived frugally and
saved his money for retirement. De-
spite a series of heart surgeries, he has
never used the Veterans’ Administra-
tion’s health services, even though he
is a Navy veteran who landed at Nor-
mandy during World War II.

Mr. Harless says he paid taxes all of
his life, has never been a drain on the
taxpayers and wants to keep it that
way. Mr. Harless of West Des Moines,
TA, wants to support himself and stay
out of the taxpayer-funded nursing
homes as long as he can. However, he
says he and his wife are, in their words,
“barely getting along’’ on their retire-
ment income and, hence, would wel-
come the tax provisions of this bill to
give them some needed relief.

Joseph McBride, Jr., of Fort Dodge,
IA, works in sales and marketing for a
food service company. His wife is a reg-
istered nurse. They have four children,
ages 14, 12, 10, and 8. Mr. McBride says
he would welcome a tax cut because he
would like to have more money in his
pocket to secure his children’s future.

He is very interested in saving money
for his children’s college tuition and
will see that increase from $500 up to
$2,000. The tax cut will be very bene-
ficial.

He also wants to put a little extra
money in the local economy. Fort
Dodge’s economy is not as good as he
would like, and he wants to do his part
to help it get better.

Another concern is energy costs. Mr.
McBride in Fort Dodge says he remem-
bers the recession and gas shortages
during the Presidency of Mr. Carter.
Mr. McBride said he paid more money
in taxes last year than he ever has. Mr.
McBride is right; he did pay more taxes
last year than he ever has. That is be-
cause the Federal Government’s collec-
tion of individual income taxes is now
at its highest level in history.

As I have said many times, today’s
tax surplus in our Federal Treasury is
caused by excess collections of indi-
vidual taxes.

During the height of World War II,
the tax collection from individuals was
9.4 percent of gross domestic product.
Today income tax collection from indi-
viduals is an astounding 10.2 percent of
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GDP, nearly a full percentage point
above World War II. More importantly,
not just a little bit above World War II,
but we have seen a 50-percent increase
in individual tax collections in the last
6 years, from about just a little over 7
percent of gross national product to
10.2 percent now.

I might have a chart during the de-
bate, but I can show where the reve-
nues into the Treasury from the estate
tax have been about level for the last
decade. Corporate taxes have been level
for the last decade. Taxes from fees and
services have been about level. But we
see a great spike in the individual in-
come taxes coming into the Federal
Treasury in the last 6 or 7 years.

It is beyond belief in a time of un-
precedented peace and prosperity that
individual tax collections exceed the
level required to defend the entire
world, which is what the United States
did 56 years ago. That is why we must
move decisively to give working men
and women this tax relief. We must not
keep the money in Washington where
there is a tendency for it to burn a hole
in the pockets of Members of Congress
to a point where they have to spend it.

This will help in several ways. It will
not build up Government spending to a
level that is unsustainable so that if we
ever go into a recession, income goes
down but spending does not go down,
and then we again have a deficit.

Also, since the Federal Government
does not create wealth—it only pro-
vides an environment for working men
and women of America to create
wealth—we move the money from
Washington back to the individual tax-
payers of America, and there it is going
to turn over many more times, because
of the freedom of the marketplace,
than it will if it is left in the Federal
Treasury. There is a political decision
of what ought to be done with it. There
is a lot of efficiency with a political de-
cision, but it does not have the poten-
tial for economic growth that it will
have if my constituents in Iowa spend
it and/or invest it.

Too often Members of Congress think
this is not the people’s money; this is
the Government’s money. It is the tax-
payers’ money, and Washington has
simply collected too much of it, par-
ticularly too much from the income
tax. There has been a 50-percent in-
crease of gross national product over
the last 6 years. So we are going to re-
turn this money. It is even wrong for
me to say that because there is some
implication that it is my money. We
are going to let the American people
keep more of the money they earn by
passing this tax bill.

Over the next few days, we are going
to hear a lot of talk about population
demographics and about how this tax
relief for American men and women is
going to compromise our national pri-
orities.

Let me set the record straight at the
very beginning. This tax relief for
American working men and women in
no way endangers our national prior-
ities. The President has said that. I
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have said it. It is a fact. A majority of
the Congress said that when they
adopted our budget last week. We are
here because a majority of the Con-
gress, and a bipartisan majority of the
Congress, said we ought to put more
money in the pockets of working men
and women than into the Federal
Treasury.

The budget resolution did that. It did
it through a blueprint for how the Gov-
ernment will fund its priorities. That
blueprint provides record levels of
funding for education, prescription
drugs, and defense. I want to make
very clear that we pay down every dol-
lar that is possible to pay down on the
national debt over the 10 years of this
budget resolution.

That blueprint also says we have
more than enough surplus to enact the
tax relief for working men and women
that is before us in this bill today. In
fact, the bill before us refunds only 24
cents of each dollar of projected sur-
plus.

How many people who are listening
now or who will read this in the paper
are going to say: How come you can’t
do better than that? The only answer 1
can give them is, it is part of the proc-
ess of compromise by which we work in
a bipartisan way to do the people’s
business.

Twenty-four cents out of each dollar
is hardly what I would call a risky tax
measure. We are going to hear this
from a lot of our colleagues: Risky,
risky. We are going to hear people say
that the projections in the budget for
the next 10 years are so uncertain that
we should not be giving a tax cut. This
caution by my colleagues is perfectly
legitimate. We ought to always be cau-
tious on almost every public policy de-
cision we make. But check with those
same Members to see that when they
want to spend more money, do they
worry about whether the budget pro-
jections are accurate for the next 10
years? No, it is only when we want to
let the American people keep their
hard-earned money that this issue
arises.

For those who want to use the word
“risky,” those who want to say the
projections could change and want us
to be cautious, the only thing I ask—it
is perfectly legitimate for them to say
that, but as they are talking about a
new spending program that is going to
spend out over the next 10 years, I en-
courage that same caution before peo-
ple vote on that issue.

This is a responsible tax cut. We are
at the highest level of individual tax-
ation in history. It is a time to end
that.

Let’s also get another thing straight.
This bill in no way touches the Social
Security or Medicare trust fund. This
is a bipartisan tax bill that represents
the best thinking from both sides of
the aisle. It is a victory for the process
of the Senate. The problem we now face
is that some people around here preach
bipartisanship but then turn around
and attack the bipartisan compromise
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reflected in this bill. They will work to
obstruct this bill’s enactment, and
they will demean the great efforts and
political risks that Republicans and
Democrats alike take to reach this bi-
partisan agreement.

I imagine we are going to see plenty
of this sort of thing on the Senate floor
over the next few days. I don’t think it
will work because today we are about
doing the President’s business. This
bill only contains tax relief for individ-
uals. It is not larded with favors for
special interests. You cannot draft bi-
partisan legislation such as that very
easily. I think there is some purity of
cause and purity, consequently, of con-
tent.

This bill before the Senate is a his-
toric opportunity to prove we can join
together, on a bipartisan basis, as com-
mon Senators, with a common purpose,
to relieve a heavy burden from the peo-
ple who sent us here. The Finance
Committee has shown this can be done.
Our committee has done what the Con-
stitution and the rules of the Senate
require. We have led the way. I am very
proud of our Members and their efforts.

I urge all Senators to be vigilant in
our deliberations, circumspect in rhet-
oric. The relief ordered by this bill is
too needed by too many to be
demagogued by the few. America is
watching. America is waiting. What
America is going to see over the next 3
or 4 days in this Senate is a product of
a process that started about the second
or third week of January when the
Senator from Montana, then for a
short period of time chairman of this
committee, as the Democrats con-
trolled this body for 17 days back then,
said: I would like to meet with you and
talk with you about the functioning of
the committee.

That was an hour and a half discus-
sion. But some important few words
were said by Senator BAUCUS on that
day, which were that we could have a
bipartisan tax bill if we worked at it. I
thank Senator BAUCUS for that sugges-
tion. I thank Senator BAUcCUS for
spending so many hours with me since
then to make it happen. Most impor-
tantly, I thank him for his handshake
at 1:30 last Friday when we had an
agreement.

I thank the Senator.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Alaska.

Mr. STEVENS. The Senator from
Montana has graciously agreed to let
me make a short statement, and I ask
for recognition.

The PRESIDING OFFICER. The Sen-
ator is recognized.

(The remarks of Mr. STEVENS are lo-
cated in today’s RECORD under ‘‘Morn-
ing Business.”’)

Mr. BAUCUS. Mr. President, I ask
unanimous consent that the clerks at
the desk, with legislative counsel’s as-
sistance if needed, be authorized to cor-
rect the drafting of any Members’
amendment that may be affected by
changes in the committee amendment
which the Senate just adopted.
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The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BAUCUS. Mr. President, I rise to
enthusiastically support the com-
mittee bill. This has not been an easy
bill to write. These have been tough ne-
gotiations, a lot of give and take, as al-
most always is the case in any matter
of significant consequence. The same is
certainly true now.

I might say the Senator from Iowa
and I, along with other members of the
committee, had many meetings. We
took a lot of time to get comfortable
with the various provisions of the bill,
just to understand what they are.
There was a lot of to and fro, but I
might say it was all done in good faith.

This is not easy. When there are so
many moving parts and it is so com-
plicated, by definition, people have to
act professionally in order to get some-
thing accomplished and that is what
happened. I have the highest respect
for the chairman of the committee,
who has done a yeoman’s job, as well as
the other members of the committee
who worked hard to make this a work-
able bill.

As we all know, when all is said and
done, we must have a balanced com-
promise. We have to reach some agree-
ment because we all cannot have our
way in the constitutional way we as a
country organize ourselves. We have to
have some organization. That is basi-
cally majority rule.

Let me explain why I think this is a
good bill. In the first place, I believe
this is a significant improvement, from
my perspective, over the bills that
were proposed by the President and
passed by the Congress. Most signifi-
cantly, the committee bill provides a
much better distribution of tax cuts.
That is a matter that I think is lost
upon a lot of people. The committee
mark has a better, more progressive
distribution of the tax cut than either
the bill suggested by the President or
by the House. In fact, this might raise
some eyebrows. According to the Joint
Tax Committee analysis, the com-
mittee we all look to as the best inde-
pendent analysis, the bill before us
today will make the tax system more
progressive than under current law—
not only compared with the President’s
proposal, not only compared with the
bill that passed the House, all the var-
ious bills that passed the House, but
also compared to current law; that is,
this bill is more fair in the distribution
of tax cuts to payers of income taxes
than current law.

That is not to say this bill is better
than the President’s. I would not ask
Senators to vote for a bill just because
it is better than it could have been. In-
stead, I believe the standard we should
apply on a tax bill is whether on its
merits, taking everything into consid-
eration, +the bill makes positive
changes that improve our tax system
and are better for most Americans. By
that standard, I suggest this bill passes
with flying colors.

Let me explain why. First, we create
a new 10-percent bracket. This is the
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single biggest piece of the bill—$438 bil-
lion over 10 years, by far the single
largest component. There is a new 10-
percent tax bracket which has the ef-
fect of benefitting every single Amer-
ican who pays income taxes. Most of
the benefit goes to low- and middle-in-
come taxpayers. In fact, about 75 per-
cent of the benefit goes to people who
earn less than $75,000 a year. Let me re-
peat that statement. Seventy-five per-
cent of the benefit under the 10-percent
bracket, the new bracket, goes to peo-
ple who earn less than $75,000 a year.

One other thing. Unlike most of the
other tax cuts in the bill, this one
takes effect immediately—better yet,
retroactively to the first of the year.
This will not only help average tax-
payers but it also provides an economic
stimulus because it puts more money
in the hands of consumers.

We also expand the tax credit for
families with children from $500 to
$1,000 per child. And we do more. We in-
crease the amount of the credit that is
partly refundable so lower income fam-
ilies can benefit from the credit as
well. We do this along the lines sug-
gested by Senators SNOWE, LINCOLN,
KERRY, JEFFORDS, and BREAUX. It is a
very important new contribution that
they have authored. It is a good idea of
theirs. I commend particularly Senator
SNOWE, who is the lead sponsor of the
group to get more refundability under
the child tax credit.

This is a big improvement over the
current law. Why? Because it means we
will increase the tax credit for 16 mil-
lion more children, I might say, com-
pared with the President’s bill; that is,
this bill provides a benefit to 16 million
more American children than the pro-
posal of the President and the House.

But that is not all we do for lower in-
come working families. We make im-
portant reforms that expand and sim-
plify the earned-income tax credit so it
is available to many more low-income
working families than it is today. In
fact, the bill contains the most signifi-
cant expansion of the EITC, earned-in-
come tax credit, in many years. We
also simplify the EITC—make it much
easier for eligible families to qualify.
These are huge simplification provi-
sions.

And there is more. We create new in-
centives for education. For example,
we help parents set money aside for
their children’s future education. We
encourage employers to help their em-
ployees attend classes and earn de-
grees, and we help college students pay
off their student loans—a big improve-
ment.

Because of the leadership of Senator
TORRICELLI and Senator SCHUMER, we
create a new provision in the Tax Code
that allows a deduction for college tui-
tion payments. Many American fami-
lies have a hard time meeting their
children’s higher education expenses.
This provision is of significant help. It
is not a total solution, but it goes a
long way toward helping families pro-
vide for their children’s higher edu-
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cation. All in all, I think it is an edu-
cation tax incentive package of which
we can all be proud.

There is more. We include a pension
tax incentive package that has strong
bipartisan support in the Senate. We
all know the problem. Our personal
savings rate is at rock bottom, having
gone from 11 percent of GDP 30 years
ago to zero or even negative savings
today, meaning, among other things,
that people are not putting enough
money away for their retirement,
thereby increasing the potential bur-
den on Social Security.

The pension provisions of the bill will
help address this problem, taking an-
other step forward to addressing the
baby boomer problem that we know is
coming in about 10 years.

We make it easier for workers to
take their pension plans with them
when they change jobs. We strengthen
pension security and enforcement. We
enhance pension fairness for women.
We increase the contribution limits for
IRAs and 401(k)s so people can put
more money into them.

On top of that, we create two new in-
centives that will dramatically expand
pension coverage for lower income
workers. One helps small businesses es-
tablish pensions for their employees. It
is very hard today for small businesses
to set up pension plans for their em-
ployees, much more difficult than it is
for big business. In this bill, we help
them do that.

The other incentive is a new match-
ing plan to help employees save their
own money for retirement—again, an
incentive to help employers match
their contribution.

We reduce the marriage penalty. We
address the estate tax. These are not
Republican priorities; they are not
Democratic priorities. They are bipar-
tisan priorities, important to virtually
every single Member of the Senate.

Those are the main provisions of the
bill. Putting them all together, I be-
lieve the bill represents a very signifi-
cant improvement over current law.
That is the standard I think we should
use. Is it perfect? No. Of course, it is
not. Is it the bill that I would write,
that any Senator would write? Of
course not.

That is not really the question. That
is not the basic point. Rather, taken as
a whole, does this bill represent a sig-
nificant improvement over current
law? I think it clearly does.

At this point, I will address some of
the key arguments that have been
made against the bill. First, the proc-
ess.

Some will say that we should not be
railroading this bill through the Sen-
ate on a reconciliation fast track
which limits debate and amendment. 1
agree. To my mind, it is unnecessary,
it is inappropriate, to use reconcili-
ation instructions for a tax cut.

I very much agree with the state-
ments made earlier today by the senior
Senator from West Virginia, Mr. BYRD.
I believe he is right. He argued for a
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process that is much more open, that is
more expansive, so that tax bills have
a lot more time in this Chamber, and
many more opportunities for amend-
ment.

I remind my colleagues, President
Reagan’s tax cut in 1981 was not under
reconciliation, it was not under this
constrained process; rather, it was out-
side reconciliation. The bill was con-
sidered here for 2 weeks. There were
hundreds of amendments. That is de-
mocracy.

I might say—it is a bit of a stretch
here, but I think it is an important
point—Thomas Jefferson once said: A
country is only as strong as that bond
and that nexus between the people and
the people’s representatives. Rep-
resentatives cannot do it alone. People
cannot do it alone. But it is that bond
between the people and the people’s
representatives which, by and large,
determines the strength of a country.

If we rush a tax bill through too
quickly—one of the most important
bills that is going to be before this
body perhaps in several years—clearly,
we need that process, that bond to
work. And for it to work, we have to
have the opportunity to offer many
amendments, to debate them very
thoroughly, to get the people engaged
in what we are doing.

By rushing this through, people do
not know what is in this bill. There are
problems as a consequence of that, but
the deeper problem is people become
disconnected from the process, and
they care less about what we are doing
because they do not know what we are
doing, and they do not know how we
got to where we are. They are going to
start to become more cynical, less en-
gaged. That is not good.

And just as we all know in running
for office, you cannot satisfy—I think
as President Lincoln said—all the peo-
ple all the time, but we do the very
best we can. We want to fully engage
people so they are more involved in
getting a better product, but also be-
cause in engaging people, they under-
stand the reasons for what we are doing
much more clearly.

That is fundamentally why I think
this tax bill should not be in reconcili-
ation but, rather, should be in an ex-
panded process. That is why I voted
and spoke against, I might add, the
amendment of the good Senator from
New Mexico some while ago to add rec-
onciliation instructions to the budget
resolution. It is really not good Gov-
ernment.

Despite our best efforts, I must say,
though, that dye has been cast. That
decision has been made. So we have to
work within the process that the Sen-
ate has chosen to employ. We have to
work with what is given to us. We have
to play the hand that is dealt. And that
hand, unfortunately, means reconcili-
ation for the tax bill.

In any event, I might say, the chair-
man of the Finance Committee, Sen-
ator GRASSLEY, has provided, I think,
the best process possible under these
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circumstances. He has been totally
open. He has been totally bipartisan.
He has been equally fair. In light of the
fact that I oppose the process, it should
not compel us to oppose the bill.

Let me turn to the substantive criti-
cism of the bill. One criticism is the
tax cuts are back-loaded. The bill does,
in fact, cut taxes more in later years
than in earlier years. That is true. In
large part, this is because of the con-
straints of the budget resolution. But
there are several points to keep in
mind.

First, the bill is significantly less
back-loaded than the President’s plan.
I do not have the chart here. I think I
will ask to have that chart put up. But
the point is, the bill is significantly
less back-loaded than the President’s
plan. That means these tax cuts come
earlier, and the bill costs 36 percent
less in the last year, in 2011, than in
the President’s plan.

That is significant. Yes, there is still
some back-loading. Yes, back-loading
is a problem we should address. But the
point is, we cannot let perfection be
the enemy of the good. This is better
than the President’s proposal.

As the chart shows—this is in the
last year of the bill we are now consid-
ering, the last year being 2011—the ad-
ministration’s bill, which is similar to
the House-passed bills, would cut taxes
close to $300 billion in that last year.
The bill before the Senate, which is
shown in the blue on the right, indi-
cates it is about half, a little more
than half, about $186 billion, cut in the
last year. So it is an example of less
back-loading than the President’s.

I will show you another chart as well.
This chart shows over the 10-year pe-
riod of the bill—it is hard to see; I
apologize; I am not the best color-con-
trast guy in the world in putting this
chart together—the red line going up is
the administration’s proposal, which
shows that each year the tax cuts in
the President’s bill are greater. That is
the red line that slopes upwards.

It is hard to see, but the blue line
that is underneath it shows, particu-
larly beginning in the year 2004, the
cuts in later years are much less.

You will also notice that the blue
line, though it is not really horizontal,
is much more horizontal than the red
line, again, showing that although
there is some back-loading, there is
much less back-loading in this bill.

In addition, the most significant
back-loading problem comes from re-
pealing the estate tax in the year 2011.
For that, and other reasons, I hope we
can replace repeal of the estate tax
with reform of estate tax.

Third—and this is in explaining why
there is this back-loading problem—
under the Byrd rule, provisions that
lose revenue during the second 10 years
must be sunset; that is, they must be
terminated.

So if we do that—and this bill does do
that—we can assure that the changes
that are scheduled to be made in later
years can be reexamined—and must be
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reexamined—down the road, in light of
future budgets and future priorities.

Another argument that has been
made against the bill is that it is un-
fair. Critics say that too much of the
tax cut goes to people at the upper end
of the income scale.

I might say, both sides bring passion
to this argument. Critics of the bill rail
against cutting taxes for millionaires.
On the other hand, there are those for
whom the top rate of 33 percent, down
from 39.6, is a holy grail.

Let’s step back for a minute and just
look at the facts.

First, our Nation does have a pro-
gressive Federal income tax system.
According to the Joint Committee on
Taxation, the top 10 percent of tax-
payers today pay about 70 percent of
all Federal income taxes. The top 1 per-
cent pay about 36 percent of all Federal
income taxes. Our tax system is, there-
fore, very progressive today. In fact,
essentially in each of the years since
1993 up through today it has consist-
ently been more and more progressive.

Given this progressive system, a tax
cut that applies across all income
classes is, by definition, going to result
in a larger tax cut for upper income
Americans because they pay more
taxes. That is just simple mathe-
matics. That, in part, is what happens
under this bill. We cut taxes across all
income groups, so everyone who pays
income tax today benefits, and those
who pay a large amount of income
taxes do, in fact, receive a larger ben-
efit—larger, I might add, than I would
prefer.

But remember, the bill does more
than just cut income taxes. On that
distribution point, let’s take taxpayers
with incomes of $25,000 or less, tax-
payers with incomes of $50,000 or less,
taxpayers with incomes of $75,000 or
less, and taxpayers with incomes of
$100,000 or less. In each of those cat-
egories, the percentage of tax reduc-
tions under the committee bill is much
greater than under the administra-
tion’s bill. And they vary; on average it
is about 12 to 10 percent greater. Con-
trast that with taxpayers with incomes
of $100,000 to $200,000, and taxpayers
over $200,000. In both of those cat-
egories, the proportion of benefits
under the committee bill is less for
those taxpayers than under the Presi-
dent’s plan.

Again, to make the basic point: This
bill is more progressive because it
shifts tax cuts in a greater proportion
to those Americans with incomes under
$100,000. What it does is slightly de-
crease the proportion of tax cuts for
higher income Americans compared
with the President’s and/or the House
bill. This bill makes the tax system
more progressive.

We have also tried to cut taxes for
people whose primary tax burden is not
income taxes but payroll taxes. After
all, about 80 percent of Americans pay
more in payroll taxes than income
taxes. Our bill doesn’t leave these peo-
ple out; it brings them in.
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These are the provisions that accom-
plish this: We expand and simplify the
earned-income credit which may be the
best program ever created to help low-
income working families. We double
the child credit and make it partly re-
fundable, covering 16 million more
children. We create new incentives to
help low-income savers save for retire-
ment.

I have mentioned a lot of the provi-
sions. So what is the practical effect?
Take a married couple with two chil-
dren earning $15,000. Under the Presi-
dent’s proposal, they wouldn’t get any
tax cut at all. Once our bill is fully in
effect, they will get a tax cut of $1,152,
very significant for lower income
Americans with kids.

Putting it all together, I believe the
bill we are considering today is one of
the best bills ever written for lower
and middle income families. I will say
it again: This bill is one of the best
ever written for lower and middle in-
come families. So when we talk about
fairness, let’s keep our eye on the ball.

Does this bill give wealthy people a
tax cut? Yes, it does. But that is not
the only question we should ask. There
are other questions that might be more
important. For example, does the bill
help those who are struggling to feed
their families and to pay their bills?
Yes, it does. Does it help the single
mom, the construction worker, the
two-earner couple trying to put money
away for their children’s education?
Yes, it does, and it helps them a lot.

So with respect, I suggest to those
who say the bill is unfair, just step
back a bit, take a look at the whole
picture. If they do, I am confident that
many, not all, will conclude that the
bill deserves their strong support.

As I said at the beginning, this is not
a perfect bill, but it is balanced. It is
bipartisan. It is good for taxpayers. It
is good for working families. It is good
for the economy, and it is good for the
country.

I urge Senators to support the bill.

The PRESIDING OFFICER. Who
yields time?

Mr. BAUCUS. Mr. President, I yield
to the Senator from North Dakota.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. CONRAD. Mr. President, I thank
the chairman and the ranking member
for the way they have conducted the
business of the Finance Committee. It
has been, within the Finance Com-
mittee, a fair process. I publicly com-
mend them for it. The chairman and
the ranking member have both reached
out to Members. They have visited us.
They have asked us for our opinions.
We didn’t necessarily agree, but they
certainly listened.

The markup itself was a model of
fairness. I salute the chairman for the
way he conducted the markup. I was
saying to my wife I don’t remember a
more fair markup in terms of the way
it was handled. I thank the chairman
for that as well.

With that said, I strongly disagree
with this proposal. It is a profound



S5036

mistake for the country. It is a pro-
found mistake because it is part of a
larger budget package that threatens
our economic security.

This tax cut is part of a budget pro-
posal that has concealed more than it
has revealed. This is part of a budget
proposal that is not the real budget. As
a result, it misleads Members and it
misleads the American people. Ulti-
mately, it leads us into a fiscal trap
that will be a trap for all of us.

When I say this budget—of which this
tax cut is one part—conceals more
than it reveals, I mean by that, whole
chunks of Federal spending that we all
know are going to occur have been left
out. The President is about to propose
a major defense buildup. It is not in
this budget. The President has said
education is the No. 1 priority, but
there is no new money for education in
the budget. The President has said we
must strengthen Social Security for
the future, but there is no money in
this budget for that purpose.

The reason those things have been
left out is quite clear: If they were in-
cluded, what one finds is that the budg-
et, with this size tax cut, would not add
up. What one finds is that when you
put in the funding for education, if we
really believe that is the top priority
and we fund it as we have voted if we
follow the President’s proposal for a
major defense buildup and put that
money in the budget, if we follow the
President’s suggestion to strengthen
Social Security and put that money in
the budget, and we put it all in one
place where people can see whether it
adds up or it does not, what one sees is
that it simply does not.

The result is a massive raid on the
Medicare trust fund and the Social Se-
curity trust fund, and that will create
serious problems for this country going
forward.

The New York Times said it well in
an editorial on May 12. They com-
mended the chairman and ranking
member for improvements they have
made in the bill over what the Presi-
dent proposed, but their conclusion
was:

But over all it amounts to another gross
abdication of fiscal responsibility.

I believe that is true. This bill, in the
larger budget context, is a gross abdi-
cation of fiscal responsibility.

Part of the problem is that all of this
is based on a forecast that even the
forecasters warn us is uncertain. Those
who did the forecast, the Congressional
Budget Office, have said to us: You
have to understand, this is a 10-year
projection. Looking back at our pre-
vious forecasts, we can tell you there is
enormous variance. In fact, over the
last 10 years they have been off by an
average of 100 percent a year. That is
how far off they have been in their pre-
vious forecasts.

Some people want to believe this pro-
jection is cast in concrete. It is not. It
is built on quicksand. That threatens
the economic security of our country.

Those who made the forecast pre-
pared this chart. It shows in the fifth
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year we could have anywhere from a
$50-billion deficit to more than a tril-
lion-dollar surplus. That is the vari-
ance they project, looking back at
their previous forecasts and seeing how
far off they were. Then they projected
those variances to this projection.
They warned us in an entire chapter of
their forecast how uncertain any 10-
year projection is. That is the back-
drop for what we do here over the next
several days.

To me, it counsels caution. It coun-
sels caution on spending, on tax cuts.
Let’s not bet the farm that any 10-year
forecast is going to come true. No com-
pany would do it; no private concern
would do it; no American family would
do it; but we are about to do it here in
the Congress.

The second critical fact people need
to know: The Senator from Iowa said
we are paying down all the debt there
is to pay down. That is just one part of
debt. He is talking about the publicly
held debt. The publicly held debt, as we
meet here today, is $3.4 trillion. Unfor-
tunately, that is not the total debt of
our country because in addition to that
publicly held debt—that is debt held by
the public—we also have debt that the
general fund of the United States owes
to the trust funds of the United States.
That debt is every bit as much debt as
the debt held by the public. That has
the same legal claim on the assets of
our country as the publicly held debt.

What has been missing from this de-
bate is that the debt held in Govern-
ment accounts, the debt owed by the
general fund of the United States to
the trust funds, is going to increase. It
is going to increase from about $2 tril-
lion in 2000 to nearly $6 trillion during
this same period. In fact, when one
puts the two together—the publicly
held debt and the debt to the trust
funds of the United States—what one
learns is the overall debt, the gross
debt of our country, is not going down;
it is going up. The gross debt of our
country is going from $5.6 trillion
today—that is a combination of the
publicly held debt and the debt owed to
the trust funds of our country, which is
$5.6 trillion today—to $6.7 trillion at
the end of this 10-year period of this
tax cut. That is the hard reality. The
debt of our country is not going down;
the debt of our country is going up.

When they described this as fiscally
irresponsible, the New York Times
made the case that this tax bill is
badly backloaded. That means the true
cost is hidden in the first 10 years. The
cost explodes in the second 10 years be-
cause many of the provisions don’t
take effect until late in the decade, so
their full cost is masked. The cost in
the first 10 years is $1.35 trillion, as ad-
vertised. But that is the tip of the ice-
berg because the cost in the second 10
years goes up to nearly $4 trillion,
right at the time the baby boomers are
retiring, at the time the number of
people eligible for Social Security and
Medicare will double. This ticking
timebomb is put right in the middle of
that demographic timebomb.
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As the Comptroller General has
warned us, we are headed for a cir-
cumstance we have never seen in our
Nation’s history, a circumstance in
which the number of people eligible for
Medicare and Social Security will dou-
ble, and double in very short order.
That changes the budget circumstance
of our country very dramatically: In
this decade, we enjoy substantial sur-
pluses; in the next decade, we face mas-
sive deficits.

What I proposed, what colleagues on
this side of the aisle favored, was to
take a substantial part of these sur-
pluses now, reduce the size of the tax
cut, cut it about in half, and use that
money to prepare for what is to come,
to reduce this long-term debt. That
would be a wiser course, a more fiscally
responsible course, a more conserv-
ative course.

The back loading is in page after
page of the tax bill before us. The mar-
riage penalty and standard deduction
provisions don’t take effect until 2006
to 2011. The marriage penalty, 15-per-
cent bracket, doesn’t take effect—I am
told that may have been changed over-
night. There are so many changes, and
that is one reason some of us thought
we ought to at least wait a couple of
days to know what we are amending. I
am a member of the Finance Com-
mittee, and I just learned this morning
that apparently this is being moved up
a year. It doesn’t take away the point
that it is backloaded.

The indexation of the 10-percent
bracket doesn’t take effect until 2007.
The final rate cut in the upper brack-
ets takes effect in 2007. The pushback
on the Pease limit on itemized deduc-
tions doesn’t take effect until 2009. Re-
pealing the phaseout of personal ex-
emptions takes effect in 2009. The full
phase-in of IRA contribution limits
doesn’t take effect until 2011. The full
phase-in of the child credit doesn’t
take effect until 2011. The repeal of the
estate tax doesn’t take effect until
2011. This is totally backloaded. That
means the total cost is hidden from
view in this 10-year period.

The Philadelphia Inquirer looked at
this plan and wrote this editorial enti-
tled “Tax Slashers At Work. Once
started, they can’t seem to stop.” They
made this observation about the Fi-
nance Committee:

Like 20 frat brothers trying to cram them-
selves into a Volkswagen, U.S. Senators are
overstuffing their tax bill.

They pointed out:

Remember the outrage over the marriage
penalty that affects many two-income cou-
ples? The Senate bill would only start to ad-
dress this problem five years from now. By
that time, the Bush Presidency—and a lot of
marriages—may be over.

Mr. President, I am told this may
have been moved up and it may not
take effect for 4 years instead of 5. I
have not seen the details. It doesn’t
take away from the point that it is
backloaded. The Philadelphia Inquirer
said:

With other tax breaks, the bill does the op-
posite trick: providing tax relief right away,
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then supposedly ending it a few years down
the road. A tax break for college tuition is
slated to die after 2005. Relief for some of
those hit by the alternative minimum tax
would end after 2006.

Their commentary was:

Sure, Congress is really going to let a pop-
ular tax break for the upper middle class die
in an election.

The Philadelphia Inquirer says:

That is dishonest and cynical.

They go on to point out:

Another slow phase-in is the repeal of the
estate tax over 10 years. If Congress weren’t
so intent on being generous to billionaires, it
could afford to get more relief sooner to the
parties sometimes genuinely injured by the
inheritance tax: family farms and small
businesses.

Unfortunately, much of what the
Philadelphia Inquirer says is exactly
right. Here is the marriage penalty re-
lief delayed under the bill that came
out of the committee until 2006. No re-
lief for those married couples who suf-
fer the penalty of the Tax Code that is
imposed on some who are married.
There was no relief—nothing—for the
first 5 years. Then it is phased in. That
is the kind of back loading the Phila-
delphia Inquirer was talking about.

Then they talked about sunsetting
some provisions. Alternative minimum
tax relief is one of them. The alter-
native minimum tax is something that
will affect a dramatically increased
number of taxpayers under this pro-
posal. Currently in this country, only 1
and a half million taxpayers are af-
fected by the alternative minimum
tax. But under this bill, by the end of
the period, nearly 40 million people
will be caught up in the alternative
minimum tax.

Boy, are they in for a surprise. They
thought they were getting a tax cut.
Nearly one in every four taxpayers in
America is going to be caught up in the
alternative minimum tax—a complex
calculation designed to keep the super-
rich from getting by without paying
any taxes, because they used excess de-
preciation, excess deductions, excess
exclusions. They were getting, in cu-
mulative total, unfair benefits. That
only applies to 1.5 million people
today.

Under the tax bill that is before us,
that is going to mushroom to nearly 40
million people. Does anybody really be-
lieve we are going to allow this to hap-
pen? I do not. It should not happen. It
does happen under this bill, and it is
another reason I believe it is mis-
leading.

What does this bill do in terms of ad-
dressing that issue? It offers some help
initially, but then it ends it later in
this decade. It is going to stop pro-
viding that additional assistance for
the alternative minimum tax right at
the time the number of people affected
by it explodes.

This does not pass any kind of test. It
does not pass a credibility test. It does
not pass a fiscal responsibility test. It
does not pass a fairness test. It does
not pass any kind of test. But that is
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what is right in the guts of this bill be-
fore us.

It does not stop there because with
the estate tax, it is the same thing.
They hide the true cost because they
put off its elimination until the 10th
year. That is when they eliminate the
estate tax, and then the cost explodes,
but they do not capture that explosion
because they do not put it in this bill.
That is why the New York Times says
this is fiscally irresponsible. And they
are right. It does not pass the fiscal re-
sponsibility test.

That is what happens to the estate
tax. Under the bill from 2002 to 2011, it
costs $145 billion. But what happens in
the second decade that is right beyond
what is captured in this bill? The cost
explodes to $790 billion, right at the
time the baby boomers start to retire,
right at the time the Federal Govern-
ment has new responsibilities and obli-
gations that are going to be very costly
to meet. And we are going to give a
$790 billion cut to the wealthiest 2 per-
cent? Is that fair? We are going to shift
that obligation on to all the American
people and off the wealthiest 2 percent?
It does not strike me as very fair.

That is not the only thing that is un-
fair about this bill. This bill says to
the bottom 20 percent of the American
people: You get 1 percent of the bene-
fits. Those who have the lowest income
in this country, the lowest 20 percent,
we say to you: You get 1 percent of the
benefits. The top 20 percent, the
wealthiest 20 percent, we say: You get
70 percent of the benefits. That does
not strike me as fair.

I know our Republican friends will
say the wealthy people pay more in
taxes. They do. That is certainly true.
But this bill gives 33 percent of the
benefits to the wealthiest 1 percent,
the wealthiest 1 percent who, on aver-
age, in this country earn $1.1 million a
yvear. I am glad they do. I hope very
much that every American has the
chance at some point in their life to re-
ceive $1.1 million a year in income.
That is terrific.

That is one of the great things about
the American dream. You can start
with nothing in this country and you
can become a person of means and do
great things. You can help people
through your own private resources.
You can help your family. I am all for
that.

When it comes to the people’s
money—we have heard a lot about this,
the people’s money, let’s give it back
to the people. To which people are we
giving it back? We are giving 70 per-
cent to the wealthiest 20 percent. We
are giving 33 percent to the wealthiest
1 percent. Is that really fair? I do not
think so. I can tell you, the wealthiest
1 percent do not pay 33 percent of the
taxes; they pay about 20 percent of the
taxes.

Our friends on the other side want to
talk about only income taxes, but peo-
ple do not pay just income taxes. They
also pay payroll taxes. And the truth
is, the fact is, 80 percent of the people
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in this country pay more in payroll
taxes than they pay in income taxes.
Yet this is just an income tax cut, and
it is heavily weighted to the wealthiest
among us, and it is not fair.

There has been a lot of talk that it is
more fair than what President Bush
proposed, and that is true; it is mod-
estly better than what the President
proposed. The President gave 72 per-
cent of the benefits to the top 20 per-
cent. This bill gives 70 percent of the
benefits to the top 20 percent. I guess
we can say it is better than what the
President proposed, but the larger
truth is, it is not much better, and it is
still not fair.

I do not think there is anything that
shows the unfairness of this proposal
better than what happens to rate re-
duction at the various tax brackets.

In our country, we currently have a
15-percent bracket. Those are couples
who earn up to $45,000 in taxable in-
come. That means they are earning
$60,000 or $65,000 a year in gross income.
Then we have a 28-percent bracket, a
31-percent bracket, a 33-percent brack-
et, and we have a 39.6-percent bracket.

All of these brackets will be bene-
fited by a new 10-percent rate. The new
10-percent rate simply says that a cou-
ple on their first $12,000 of income will
be taxed at a rate of 10 percent. That is
on their first $12,000. So everybody’s
first $12,000—everybody’s—will be taxed
at a rate of 10 percent instead of 15 per-
cent, as current law provides. That is a
benefit to every single tax bracket be-
cause everybody’s first $12,000 will be
taxed at a lower level.

Interestingly enough, this bill also
provides rate relief to the various
brackets. It gives a 3.6 percentage rate
reduction to those who are in the 39.6-
percent bracket. In other words, the
biggest percentage reduction goes to
the wealthiest group, and each of the
other brackets gets 3 percentage points
of rate relief. Those in the 33-percent
bracket, 31-percent bracket, 28-percent
bracket, they get 3 percentage points
of rate relief, or about 10 percent of
their overall tax burden.

What happens to those in the 15-per-
cent rate bracket? They get no rate re-
lief. They get none. Everybody else,
every other bracket gets rate relief,
but not the people in the 15-percent
bracket. Is that fair? I do not think so.

How many people are in that 15-per-
cent rate bracket? This is where the
real unfairness of this bill is revealed
because that is where 70 percent of the
American taxpayers are. They get no
rate relief. That is where 69 percent of
the small businesses are. They get no
rate relief. All of the talk that we are
going to give marginal rate relief be-
cause it is the key to encourage sav-
ings and investment, but it only ap-
plies to the top rates. It does not apply
to the 15-percent rate because this bill
does not give them rate relief. It does
not give the 70 percent of the American
taxpayers rate relief. It does not give
the 67 percent of small businesses rate
relief. It reserves rate relief for those
in the highest brackets.
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There is something wrong with this
bill, and what is wrong is it is not fair.

This bill has been sold repeatedly as
an economic stimulus bill, one that can
provide some lift to our economy in
this period of weakness. That is an in-
teresting theory and one I support. I
believe we ought to give economic
stimulus in this year, and we passed it
in the Senate. We voted for $85 billion
in tax relief in the year 2001. What is in
this bill is not the $85 billion for which
we voted. Oh, no, the stimulus in this
package, this $1.350 trillion tax cut, is
$10 billion. There is almost no stimulus
out of this big package for this year.

For those who told people we are
going to stimulate the economy by giv-
ing people money back in their pocket
this year, this bill doesn’t do it. We
voted for $85 billion of stimulus this
year in the Senate by an overwhelming
vote. That is not what is in this bill.
They cut that back down to $10 billion
in relief this year.

I go back in history and look at the
record. We had the same theory at
work in the 1980s. That theory was we
could have massive tax cuts, we could
have massive buildup in the defense
spending, and it would all add up. It did
not add up. The result was an explosion
in debt and deficits. We quadrupled the
national debt, saw a dramatic increase
in budget deficits, and under President
Bush it got totally out of hand. We had
a budget deficit of $290 billion the last
year of his administration, and in 1993
we passed a package that raised income
taxes on the wealthiest 1 percent and
cut spending.

That package brought us back to bal-
ance. That brought us back to fiscal
sanity. That brought us back to get-
ting our fiscal house in order. That
kicked off the longest economic expan-
sion in our Nation’s history.

We are about to go back to this the-
ory. We could have a massive tax cut,
coupled with a massive buildup in de-
fense expenditure, and somehow it will
add up.

History tells a great deal. This chart
shows the trends in spending and reve-
nues from 1980 to the year 2000, a 20-
year snapshot. The red line is the total
outlays, the blue line is the total reve-
nues. We can see what happened the
last time we had this theory at work.
In 1981, a massive tax cut was passed,
massive increase in defense expendi-
ture, as this President is proposing.
That is what happened to the expendi-
ture line. It went up. Here is what hap-
pened to the revenue line with the mas-
sive tax cut: It went down. The deficits
that were already too large exploded;
the national debt exploded. It was only
in 1993 when we passed a plan to re-
verse these lines, to reduce outlays, to
increase revenues, that we were able to
balance the budget and start reducing
the national debt, that we were able to
get our fiscal house in order and to put
our country on a course to strong eco-
nomic growth—the greatest, strongest,
economic growth in our Nation’s his-
tory.
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And now we are going to retest the
theory that was tried in 1981: a massive
tax cut combined with massive in-
crease in defense expenditure.

I pray we don’t have the same result.
Back in the 1980s, we had time to re-
cover. But now we don’t. We had time
to recover in the 1980s because the baby
boom generation was still relatively
young. But now the baby boom genera-
tion is aging and they will retire in
this next decade. Then everything
changes. These surpluses turn to defi-
cits. That is what, to me, counsels cau-
tion, that counsels a smaller tax cut,
one that is more fairly distributed, one
that passes the fiscal responsibility
test, one that passes the fairness test,
one that does not put America in jeop-
ardy of exploding this debt.

Here is where we are on the growth of
Federal debt. In 1980, we had a gross
Federal debt of $909 billion. Today, as I
said earlier, we are up to $56.6 trillion.
Under this plan, the debt is going to
continue to go up. It will go up to $6.7
trillion. I believe that is a mistake. At
this time of surplus we ought to devote
more of these resources to debt reduc-
tion. We ought to have a tax plan that
is smaller, that takes the difference
and puts it into strengthening our fu-
ture economic position by reducing
debt now when we have the oppor-
tunity, when we have the chance.

I believe the tax bill before the Sen-
ate flunks every test. It flunks the fis-
cal responsibility test because it is
badly backloaded and because the na-
tional debt will grow. It flunks the
fairness test because it gives the over-
whelming part of the benefit to the
wealthiest among us. I can’t justify it.
I don’t think it is fair.

We are going to vote on this, perhaps
on Monday, maybe as late as Tuesday.
This is going to be a defining vote. It is
an important vote. It will make a real
difference to the future of this country.
I regret very much the budget resolu-
tion passed by a slim vote in the Sen-
ate, 53-47, that put this scenario in
place. But it did pass. That is where we
are.

The great thing about our country is
we are a democracy. We decide by
votes. The votes of the elected Rep-
resentatives of the people have decided
this will be the course we pursue. I be-
lieve this bill is a profound mistake,
that it would be far wiser to reduce the
size of the tax cut initially, by about
half as much as what is proposed,
maybe a little more than half, and then
wait to see how events unfold.

This is an uncertain time. We can see
it in the markets; we can see it in un-
employment; we can see it in produc-
tivity growth not being as strong as we
have previously seen. All of that, to
me, counsels caution.

I hope my colleagues seriously con-
sider opposing this plan. I think it is a
risky plan, that it is a dangerous plan.
Does that mean it wouldn’t work out
under any circumstances? No. I think
we have to be very direct and very
clear. It may work out just fine. It

May 17, 2001

may. Things may turn around. Things
may improve. We may have more rev-
enue than we are anticipating and that
this tax cut is fully justified—not the
fairness of it, but the amount of it.

No one can know that. No one can
know what the next 10 years hold. We
ought to be more cautious. We ought to
be more conservative. We ought to re-
serve more of this forecasted surplus
for debt reduction. We ought to reserve
more of it to strengthen Social Secu-
rity for the future. We ought to prepare
for the baby boom generation. Then if
things work out as forecasted, or if
they are better than forecasted, which
we all hope will be the case, we can
have a tax cut of this size, maybe even
bigger. But we shouldn’t lock it in now
based on an uncertain forecast at a
time when the economy is shaky. And
we ought not to put in place a tax cut
that doesn’t give a lift to this economy
when it is weak.

We ought to provide stimulus now.
We can afford to provide a $85 billion
tax cut this year and get that money
into the pockets of the American peo-
ple now to strengthen the economy.
That is not what this bill does. That is
what we voted for in the Senate, but
that is not what this bill does. Only $10
billion of this tax cut is effective this
year, the year we are in, the time when
we know we have economic weakness.

I thank my colleagues for this time.
I say to the chairman of the com-
mittee, thank you for the fairness with
which you have conducted the debate.
That is the strength of America. We
have different points of view. That
doesn’t mean we don’t respect each
other. I have great respect for the Sen-
ator from Iowa. I work with him fre-
quently. I have great respect for the
Senator from Montana. We work to-
gether frequently. But on this question
we have a principled and profound dif-
ference. The great thing about America
is we have a chance to express those
differences and to vote on them. When
we are done, when that is finished, we
will go on and again work together on
measures that are important to our
country and to our individual States.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I will
take the opportunity to address some
of the issues the Senator from North
Dakota addressed. I accept his gra-
ciousness about how we have run this
process, and also confirm that on many
things we work together—and I think
of two: agriculture and rural health
care. Those are two very important
issues for our constituents.

The Senator from North Dakota has
heard me speak on this point, and I
mentioned it in my opening remarks.
We did hear him say, as one Member
who will probably say this several
times today and throughout this de-
bate, that this is a very risky road we
are going down. There again, I think
that caution is the responsibility of
every Member of this Senate. I do not
regret that he makes that caution.



May 17, 2001

On the other hand, we also appro-
priate a lot of money. We pass a lot of
programs that obligate this Congress
and the taxpayers of this country to
pay a lot of money several years down
the road based on the same Congres-
sional Budget Office projections of
what the future income of this Treas-
ury is going to be.

All T would say is, if it is risky to
consider this when we have tax cuts,
then we ought to use the same adjec-
tives and implore the Senate of the
United States to use the same caution
as we are adopting other programs
down the road.

We never hear that. It is OK to pass
spending bills and not worry about
what the future holds; can we meet
those obligations? But if we incur obli-
gations letting the people of the coun-
try keep their tax money and decisions
relating to them, then obviously that
is an entirely different story and we
hear the word ‘‘risky’’ used.

Another point of contention with the
Senator from North Dakota deals not
with the statistic he used, or not with
the point he is trying to make, but
when he says 2 percent of the wealthi-
est Americans are going to benefit by
the repeal of the death tax—this is
such a complicated issue to deal with,
who benefits from the death tax. Our
own nonpartisan Joint Tax Committee
does not even figure estate tax and who
benefits and who loses in the distribu-
tion tables they put out. That is be-
cause, for the death tax, the person
who benefits has died. So it is ridicu-
lous to talk about the death tax bene-
fiting 2 percent of the most wealthy in
America, because the people who made
the money are gone from the face of
this Earth.

There is an assumption here that
may be partly correct—but I bet you
would never prove if it were correct—
that the people who inherit from the
person who died happen to be wealthy.
There is some effort by some think
tanks in this town to figure that equa-
tion into the distribution tables of
whether we are benefiting the wealthy
or the not so well off. I think it is in-
tellectually dishonest—the Senator is
not intellectually dishonest, but the
people who do this figuring. If our own
professional people who are non-
political can’t do it, why should we lis-
ten to some think tank that is politi-
cally oriented to make that judgment
for us? It is wrong. You cannot trace
the money.

One other thing I ask the Senator
from North Dakota to consider is that
his picture of America, of the rich and
the poor, just does not exist. Dividing
America into the rich and the poor, as
if somehow you are born poor and you
stay poor all your life; you are born
rich and you stay rich all your life—
that America does not exist. It is a
never-never land.

Mr. President, 150 years ago the
French nobleman, De Tocqueville, who
came to our country to study democ-
racy—he was here about 3 years and
wrote a lot about it—wrote:
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The rich are constantly becoming poor.
The rich daily rise out of the crowd and con-
stantly returneth thither.

That was 150 years ago, and it has
not changed now. All you have to do is
look at the University of Michigan
studies on this point and you will find
economic status in this country is al-
ways transient. We do not have two
distinct, unchanging groups in Amer-
ica, the rich and the poor. These are
generally, as was in these graphs di-
vided here—you know, the lowest in-
come one-fifth, the next highest in-
come one-fifth, the middle income one-
fifth, and then the next highest income
fifth, and then the very wealthy fifth,
20 percent.

Only one-half of 1 percent of the
American people—year after year—are
in the lowest one-fifth. So when he
talks over here on the lowest 20 per-
cent benefiting in so minuscule a fash-
ion from this tax bill, he could be talk-
ing about one-half of 1 percent of the
people. The people who are in that bot-
tom one-fifth today, most of them in 1
year are going to be in other levels of
income, who are going to benefit from
our tax bill. Only one-half of 1 percent,
I want to repeat, are in the lowest one-
fifth year after year.

One-third of the lowest one-fifth rise
to the second, third, fourth, or fifth
quintile by next year—just 1 year away
from being in that lowest 20 percent.
Mr. President, 80 percent move out of
the bottom one-fifth—80 percent of the
bottom one-fifth move to the middle
class and above, and 30 percent of those
people who were in that lowest one-
fifth rise to the highest one-fifth; in
other words, the wealthiest one-fifth in
America.

This is America. That is what Amer-
ica is all about, the ability to move up
as you use your talents.

The other end of the scale is probably
even more surprising. If you take the
very wealthiest one-fifth of America at
any one time, the rich do not always
stay rich.

That is another way of saying what
De Tocqueville said 150 years ago: If
you take the top 1 percent of Ameri-
cans, 10 years later more than one-half
had dropped out of the top 1 percent
and also dropped out of even the top
one-fifth.

So what we have here is an America
that has always existed, never an
America of people who were always
poor, and never an America of people
who were always rich, but people who
were moving up the economic ladder,
and some who had the misfortune of
moving down the economic ladder even
if they were at one time in the top 1
percent of the most wealthy.

So when you see a chart that says
the lowest one-fifth and the top one-
fifth, remember, that is today; tomor-
row, that picture will not be the same.
As people move up that ladder, they
are going to benefit from the tax reduc-
tion regardless of the fact that there is
a lot in this bill for the lowest income
people.
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We have a very dynamic society, an
America that is ever-changing, an
America where the poor, except for
one-half of 1 percent, are much better
off at various times in their life. Then,
for those who are very fortunate to be
born in wealth or to grow wealthy,
very few of them always stay wealthy.

So I hope these things are taken into
consideration as we hear about the
“winners’’ and the ‘‘losers’ because
with this tax bill there are not any los-
ers. Everybody is a winner.

I yield the floor.

Mr. President, I yield the Senator
from Oklahoma whatever time he
wants to consume.

The PRESIDING OFFICER. The Sen-
ator from Oklahoma.

Mr. NICKLES. First, I compliment
my friend and colleague from Iowa for
the comments he just made, but also
for his management of the bill, as well
as Senator BAUCUS from Montana.

They have worked well together to
produce a good product.

I was disappointed to hear the com-
ments made by my friend and colleague
from North Dakota criticizing the bill.
I happen to disagree with many of the
statements he made about this bill
benefiting the rich and wealthy, and so
on. I just disagree with it. He is enti-
tled to his own opinion; he is not enti-
tled to his own facts.

I want to talk a little bit about the
facts and talk a little bit about what is
in this bill because I think it has been
mischaracterized in this Chamber. I
think it is important that we know
what is in the bill.

Again, I compliment Senator GRASS-
LEY and Senator BAUCUS for bringing
us this bill today. I think this bill is a
giant step in the right direction. It is
not perfect. Maybe it can be made bet-
ter. But I think it is important that we
look a little bit at the facts. I believe
the facts will show that this bill does
not just benefit the wealthy. I think it
is a fair tax cut and weighted very
much toward low-income people.

I want to speak a little bit about the
statement that this is a repetition of
the Reagan tax cut, and are we going
to see deficits as a result of this be-
cause that is what we saw when Ronald
Reagan cut taxes in 1980?

I came to this body on January 3,
1981, but I looked at the record. In 1980,
total revenues to the Federal Govern-
ment were $5617 billion. Ten years later,
total revenues to the Federal Govern-
ment were double that amount: $1.032
trillion—almost exactly double. So if
Ronald Reagan had these massive tax
cuts, revenues to the Federal Govern-
ment doubled in that 10-year period of
time. He was President 8 years of that
time. Certainly, you could say he was
responsible for that.

The fact is, spending grew fast, so
revenues grew, and grew rather sub-
stantially, doubling in that 10-year pe-
riod of time. The problem was, spend-
ing grew faster. Maybe we should
blame Ronald Reagan; maybe we
should blame the Democrats and the
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Republicans who were running Con-
gress; there is plenty of fault to go
around. My point is: Revenues grew.

What Ronald Reagan did was, he
made a significant reduction in rates,
but revenues continued to grow. He re-
duced the maximum rate from 70 per-
cent to 28 percent. He had broad bipar-
tisan support for those tax bills, I
might mention. The first bill brought
it down from 70 to 50 percent, and a
couple years later we passed another
bill that brought the rate from 50 per-
cent to 28 percent. I remember Senator
Bradley was supportive of that bill. My
point is: we brought rates down but
revenues continued to grow.

I think that is also evidenced by the
fact that when we reduced rates in 1997,
when we reduced the capital gains rate
from 28 percent to 20 percent, revenues
grew.

So some people react: Wait a minute,
you can’t cut rates when you reduce
revenues. I disagree with that. We re-
duced the capital gains rate and reve-
nues have grown substantially.

I want to talk a little bit about the
bill before us. Does it benefit primarily
the wealthy? I think not. I think it is
weighted way toward the low-income
groups. I will just give you a couple
facts. The facts are that we take the
15-percent bracket, the people who
make $12,000 or less adjusted gross in-
come, and they pay 10 percent. That is
a reduction of 33 percent. That is not
stretched out over 7 years but retro-
active to January 1. That is today.
That is real. That is $600 per family for
every family who pays taxes. That will
make a difference. That is weighted to-
ward the low income. People who make
$12,000 or less get the full $600.

People who make $1 million, they get
the same $600. Percentagewise, that is
going to eliminate a lot of people’s tax
liability, period. Millions of people will
pay no income tax as a result of that
change. That change is made imme-
diately, retroactive.

I heard my colleague say there are
only $10 billion of outlays or scoring
for this fiscal year and that we only
have a few months left in this fiscal
year. But as a result of the changes we
are making, a lot of people will get re-
funds that will have smaller with-
holding for the last couple months of
this fiscal year; they will get a refund
in April of next year. They are going to
get a tax cut. It will be a tax cut for
taxpayers.

What about the rest of the brackets?
The rest of the brackets do not get
anything as far as a rate change. All
the brackets get a 1-point reduction in
the rate change effective January of
next year. If you figure percentagewise,
that is a much greater percentage re-
duction in taxes for the lower income
brackets than it is for the higher in-
come brackets. Again, I think some
people are trying to score points and
have political class warfare, but that is
ridiculous. And that does not even
count the other changes that are made
in the tax bill.
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We have the $500 tax credit per child
which is made refundable, against my
advice. I do not think that is good tax
policy, but it is in this bill. So if any-
one is saying we are benefiting the
wealthy, there is a $500 tax credit that
is refundable. Under this bill, we are
giving people money back who did not
even pay taxes. That certainly is
weighted toward the low-income peo-
ple.

How can someone say we are not
even benefiting this one group? That is
just not right. Or that this tax bill ben-
efits the wealthy? That is just not
right. I was one of the principal spon-
sors of the $5600 tax credit per child that
we passed in 1997. That did give people
tax credits. It reduced their tax liabil-
ity when having kids. If they have four
kids, that is $2,000 more they get to
keep this year as a result of what we
passed in 1997. We expand that now to
make that $1,000 per child. We phase
that in. The first $100 is effective im-
mediately. So if a family has four kids,
that would be four times $600. That
would be $2,400 they would get to keep
this year, that they would have re-
duced in their taxes. Most of it would
show up in a large refund for next year.
But that is a tax cut benefiting pri-
marily low-income people. Higher in-
come people do not get that. So I just
wish people would be factual.

Let’s take, again, the upper income
group. All the upper income rates get a
1-point reduction effective January of
2002—next year. When do they get an-
other reduction under this bill? Not
until 2005. So the low-income people
who make $12,000 or less adjusted gross
income get a 33-percent reduction ef-
fective immediately, but those in the
higher income are going to have to
wait another 3 years—until the year
2005—for another reduction. They get 1
point in 2002—next year, in January—
and then they have to wait another 3
years to get another point. I think that
is way too slow. Then they have to
wait until the year 2007 to get 1 more
point for all the rates. I think we are
way too timid in getting the rates ef-
fective.

Then some people still criticize the
bill, saying the upper income is really
benefiting. That is hogwash. How does
that compare to the tax increase that
passed in 1993? Did we phase in the tax
increase that passed in 1993 and Presi-
dent Clinton signed? We had a tie vote.
Vice President Gore broke the tie twice
in the Senate. Did we phase that in
when we took the maximum rate from
31 percent to 39.6 percent? No. It was
not phased in. It was made retroactive
to January 1, 1993.

Was that the only increase we did on
upper income people? No. In addition
to that, we said there won’t be a cap on
Medicare taxes, so an individual pays
1.45 percent of payroll on all payroll
now. It used to be capped at the Social
Security base. At that time it was—
last year it was $75,000. Now that goes
up.

So you pay 1.45 percent of Medicare
on all income and actually your em-
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ployer does it, too, so in effect that was
a 2.9-percent increase on top of the 39.6.
So President Clinton increased the
maximum tax rate from 31 percent to
39.6 to actually 42.5 percent. The pack-
age we have before us today will reduce
that by one point next year. President
Clinton raised the rate from 31 percent
to 42.5 percent. This bill is going to re-
duce it from 42.5 percent to 41.5 per-
cent, still over 33 percent higher than
it was in 1993.

When it is all said and done, it is still
20-some-odd percent higher than it was
in 1993. The bill we have before us
phases it down over 6 years to 36 per-
cent. Maybe it must be higher for some
individuals. I don’t know. How much do
you want the Government to pay? How
big a percent should the top 1 percent
pay? They now pay 35.9 percent of all
income taxes, and evidently some peo-
ple think it should be 50 percent or
more. Is that good policy? I don’t think
S0.

Then they say: You had a tax cut. If
they pay 100 percent of the taxes, and
you give a tax cut, I guess they get 100
percent of the tax cut, and that would
be wrong.

That same rhetoric is employed on
the death tax. We have increased the
exemptions over the years and, there-
fore, only the top 2 percent pay the
death tax. Therefore, if you cut the
death tax, you are really benefiting the
wealthy. What is right about the Fed-
eral Government taking over half of
what somebody has worked their entire
life for and they want to pass on to
their kids? What is right about the
Government saying, we want 60 percent
of it; we want 55 percent of it? That is
present law. Only the top 1 percent
does or only the top 5 percent. So who
cares? Our job in the tax policy is to
redistribute wealth. We want to rob
Peter to pay Paul. We have a lot more
Pauls. We are going to make them
happy. We are going to take Peter’s
money and give it to lots of people.

Some people think the primary pur-
pose of the Tax Code is to redistribute
income so we have all these distribu-
tional charts. We have to make sure
this percentile gets their fair share of
the money. They didn’t pay their fair
share of the taxes, but we want to
make sure they get their fair share of
the money. We don’t do that with
spending programs. Some people are
trying to turn the Tax Code into aid
for families with dependent children. I
disagree. We should not use the Tax
Code for spending purposes.

The Tax Code should be fair and equi-
table. There is nothing right about
somebody working their entire life and
building up a business, a farm, a ranch,
or a company of some kind and they
die and all of a sudden the Government
says: Hey, we want half. Move over. We
don’t care if you have to sell the com-
pany. We don’t care if it bankrupts the
company. We want half. The Govern-
ment is entitled to take half.

I think that is absolutely, fundamen-
tally wrong.
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What we are trying to do eventually
in this bill is repeal the taxable event
on death and say the taxable event
would be when somebody sells the
property. If they inherit the property
and they don’t sell, they continue oper-
ating the farm, the business, whatever,
as long as they are operating it, fine. If
they sell it, then they pay tax, and the
tax will be at the capital gains rate. It
won’t be at 55 percent. It won’t be at 60
percent.

Somebody said, we don’t have the
death tax rate at 60 percent. Yes, we
do. If you have a taxable estate on
death between 10 million and 17 mil-
lion, the taxable rate is 60 percent. We
get rid of that 5 percent kicker right
off the bat. That is one of the things we
should do in this bill. We ought to get
the death tax down. We ought to get
marginal rates down. Marginal rates
are too high. So we have gradually re-
duced them. I think we are way too
gradual in reducing them. But for some
people to say, wait a minute, we are
doing too much for this group because
we are really benefiting them, when all
they get under this bill, all they get if
this bill was law, and this is all we
passed for the next 3 years, all the
wealthy would get would be basically a
1 percentage point reduction next Jan-
uary in their rate, from 39.6 to 38.6, or
correspondingly the other rates, 28 to
27, and that would be it until the year
2005. I think that is pretty pathetic. We
can do better. I hope we will do better.

For some people to say that really
benefits the wealthy just because a few
years ago we raised your rate from 31
percent to 42.5 percent, forget about
that. To reduce it by 1 percentage
point, when you increased it 11.5 per-
cent—11% points, not percent, 11%
points—now we are going to give you a
great big 1 point reduction, give you
one-tenth of that back in 4 years, that
is a massive tax cut? I beg to differ
with you.

If we passed the Bush tax plan as it
is, it is still much higher than it was
under President Clinton.

I make these points. I think people
need to look at the tax legislation in
total. They need to look at the tax
credit, the refundability of the tax
credit, maybe the wisdom of that. I
think that should be considered. We fi-
nally start making some real inroads
on marriage penalty relief. I wish we
did more, and I wish we did it earlier.
But, unfortunately, some people reduce
the size of this tax bill.

Some people say: Wait a minute, why
can’t you do marriage penalty more
immediately? Because some people
voted on the budget resolution to re-
duce the size of this package from 1.6
trillion to 1.35. OK, they won. So now
we have the budget resolution, and we
are doing the best job we can with 1.35.
We should work to pass the best bill we
can with 1.35. If we had the 1.6, maybe
we could do more with the marriage
penalty. Maybe we could do more with
the rates; we could accelerate more the
rates. But we didn’t win on the budget.
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A lot of rhetoric I have heard says: I
want to redo the budget, fighting the
budget battle. The budget battle, you
lost that one. Now we are fighting the
tax battle: Should we have a tax cut or
not? Should we eliminate the death tax
or not? Should we cut rates any? Is a 1
point reduction in the next 4 years too
much for all income brackets? I don’t
think so.

Let me refer a little bit on this. We
didn’t cut the 15-percent rate. I men-
tioned in the Finance Committee, I
would be happy to consider alter-
natives. Right now, we have weighted a
lot of the tax cut. You have different
rates. You have a zero rate which we
are expanding substantially. We have
the 15-percent rate, the 28-percent rate,
3l-percent rate, 33, 39.6. We have re-
duced all those rates. Somebody said:
You didn’t reduce the 15-percent rate.
What you did is you took a chunk of it
out and made it 10 percent.

There is another way of doing it. We
could reduce the 15-percent rate, take
that same amount of money, we took
half the tax cut. By adjusting that,
putting in the new 10-percent rate, we
could reduce the 15-percent rate to 13.5.
That would be a 10-percent reduction in
the 15-percent rate and probably do
that for the same amount of money we
did by creating the 10 percent.

We would cut rates for everybody in
the 15-percent bracket. That might be
a better tax policy than going to 10
percent. I am willing to consider that.

In other words, there are different
ways of doing this. It might come out
the same dollarwise for the total bill,
and it is more equitable. There are
some things we can do.

This bill is not perfect. But to slam it
and say we are not doing anything over
here and ignoring the child credit, to
ignore the fact that we are expanding
the 15-percent bracket substantially
for married couples, which means a lot
of married couples will be paying 15
percent instead of 28 percent, almost a
reduction of one-half on a lot of their
income—that is a big change—to ig-
nore those kinds of things would be a
mistake.

I urge my colleagues to support this
package. I hope we don’t have a lot of
amendments. It has been pretty well
balanced, if you want to look at it like
that, from a political perspective. I
hope we can improve the bill as we go
forward. I hope we don’t engage in a lot
of class warfare rhetoric nonsense. It
seems that that has been coming out
lately. I don’t think it is justified. It is
not becoming to the Senate.

Taxpayers are entitled to tax relief.
They haven’t had it for the last couple
years. Congress passed, in 1999, tax re-
lief. President Clinton vetoed it. Con-
gress passed a couple bills last year to
eliminate the death tax and eliminate
the marriage penalty. President Clin-
ton vetoed them. Taxpayers are over-
due in getting relief. It is time we give
them some relief. This bill is the first
good news the taxpayers have had, cer-
tainly since 1997, and the first signifi-
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cant, real relief they have had in dec-
ades.

I am very hopeful and pleased that
we will put this on the President’s
desk, hopefully, by next Friday.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. CONRAD. Mr. President, the
great thing about our country is we
can have honest differences of opinion,
and we do. The Senator from Oklahoma
says he is against redistributing in-
come through the Tax Code. That is ex-
actly what this bill does. Only this re-
distributes it up.

We have a circumstance in which the
wealthiest 1 percent are getting a
greater share of the tax reduction pro-
vided in this bill than they pay in Fed-
eral taxes. Now the Senator wants to
talk just about income taxes. People
don’t only pay income taxes; they pay
income taxes, payroll taxes, and other
taxes. The wealthiest 1 percent don’t
pay 33 percent of Federal taxes—they
don’t. They pay 23 percent to 26 percent
in Federal taxes, but they get 33 per-
cent of the benefit in this plan. That is
not fair. It is not fair.

The Senator talks about the estate
tax. The fact is, the estate tax is paid
by the wealthiest 2 percent of the es-
tates in America. We agree there is a
problem with the current estate tax be-
cause it bites at much too low a level—
$675,000 for an individual, $1.3 million
for a couple—before you start paying
any tax. That is too low given what has
happened to the value of financial as-
sets, real estate and other assets.

I have supported increasing the es-
tate tax to $5 million for an individual,
$10 million for a couple, but elimi-
nating the estate tax is fiscally irre-
sponsible given the cost the Federal
Government is going to face when the
baby boomers retire. It costs $750 bil-
lion the second 10 years. From where is
the money going to come? The Senator
from Oklahoma is going to shift that
burden on to everybody else.

The tax policy is fundamentally a
question of, what is the fairest way of
distributing the burden in society?
What is the fairest way? The Senator
from Oklahoma apparently has a dif-
ference with this Senator, at least on
what is fair. I don’t think it is fair to
take the people’s money and give 33
percent of the benefit of this tax cut to
the wealthiest 1 percent. I don’t think
that is fair. I don’t think it demeans
the Senate one bit to have that debate.
I think it is exactly the debate the peo-
ple of this country, who sent us here,
expect us to have. What is the fiscally
responsible thing to do? What is the
fair thing to do? That is exactly what
we ought to be debating.

We also have a difference on what the
historical record is. The Senator goes
back to the 1980s and talks about a
doubling of tax receipts. But I think
that is misleading because it doesn’t
take account of inflation. The way to
best compare what happened to rev-
enue and expenditure in different his-
torical periods is by looking at revenue
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as a percentage of gross domestic prod-
uct and outlays as a percentage of
gross domestic product. When you do
that, it is very clear what happened in
the 1980s. The spending went up with
the big defense buildup the President
proposed and Congress enacted. The
spending went up as a percentage of
GDP. The revenue went down sharply
as a percentage of GDP. That opened
up this massive chasm, which was def-
icit. The yearly difference between
what we took in and what we spent
multiplied the debt. The debt quad-
rupled, putting this country in a deep
hole. And the same folks who designed
that package are coming back with the
one we see today.

The question is, what is the fiscally
responsible thing to do? I don’t believe
it is responsible to pass this package. I
don’t think it is a fair thing to do, ei-
ther.

I rise to offer an amendment to deal
with one of the issues that I think is
most unfair in terms of the bill that is
before us. Hvery Senator has talked
about the need to fix the marriage pen-
alty. Indeed, we should fix it because
some couples pay more taxes simply
because they are married. That is not
right. That is not fair. I think we all
agree with those propositions. But this
bill doesn’t do anything about it for 4
years. There is no marriage penalty re-
lief in this bill for this year. There is
no marriage penalty relief in this bill
for next year. There is no marriage
penalty relief in this bill for the year
thereafter. There is no marriage pen-
alty relief for 4 years. I don’t think we
can leave this legislation without ad-
dressing the marriage penalty now.

The amendment I am offering would
simply say, let’s put in place those ele-
ments of this legislation that address
the marriage penalty now. Let’s do it
this year. Let’s put it in place imme-
diately. I believe marriage penalty re-
lief should begin as soon as possible—
not 4 years from now, not 5 years from
now, but now.

Under my amendment, the two key
components of this legislation dealing
with the marriage penalty would be
put into place immediately: One, the
standard deduction for married couples
would double the deduction for single
individuals; two, the top income limit
in the 15-percent bracket for married
couples would be double the limit for
single individuals. This does not solve
the marriage penalty, but they are the
provisions that are in this bill. These
are the provisions in this bill that do
not take effect for 4 years. I am simply
saying let’s move them up and have
them take effect immediately.

By providing marriage penalty relief
more quickly, we are helping middle-
class Americans, strengthening fami-
lies, and removing tax disadvantages to
marriage. I think we can all agree on
that. We also help simplify tax filing
for the many families who will no
longer have to itemize their deduc-
tions. We are improving the fairness of
the package.
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The bottom line is, without this fix,
a couple who got married last year will
have to wait until their eighth wedding
anniversary to get full marriage pen-
alty relief. I don’t believe that is right
or fair. We can do better. This amend-
ment is an attempt to do that.

My amendment is paid for by delay-
ing the rate reductions for the top two
brackets, so that the rates will drop to
35 percent and 38 percent in 2009, and to
33 and 36 percent in 2010. In essence, we
are saying, put marriage penalty relief
as a top priority.

AMENDMENT NO. 654

Mr. CONRAD. Mr. President, I send
an amendment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from North Dakota [Mr. CON-
RAD], for himself and Mr. JOHNSON, proposes
an amendment numbered 654.

Mr. CONRAD. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To accelerate the elimination of

the marriage penalty in the standard de-

duction and 15-percent bracket and to mod-
ify the reduction in the marginal rate of
tax)

On page 9, strike all after line 11 and before
line 15 and insert the following:

“In the case of
taxable years

The corresponding percent-
ages shall be substituted for

beginning dur- the following percentages:
ing calendar
year: 28% 31% 36%  39.6%
2002, 2003, and 27% 30% 36%  39.6%
2004.
2005 and 2006 .. 26% 29% 36%  39.6%
2007 and 2008 .. 25% 28% 36%  39.6%
2009 e 25% 28% 35% 38%
2010 and there- 25% 28% 33% 36%
after.

“(3) ADJUSTMENT OF TABLES.—The Sec-
retary shall adjust the tables prescribed
under subsection (f) to carry out this sub-
section, and in any fiscal year in which such
adjustment results in an on-budget surplus
smaller than the medicare HI trust fund sur-
plus, the Secretary shall further adjust such
tables to ensure that in such fiscal year the
on-budget surplus is not less than such ac-
count.”.

Beginning on page 19, strike line 8 and all
that follows through page 20, line 12, and in-
sert the following:

(1) by striking ‘‘$5,000”’ in subparagraph (A)
and inserting ‘‘twice the dollar amount in ef-
fect under subparagraph (C) for the taxable
year’’;

(2) by adding ‘‘or” at the end of subpara-
graph (B);

(3) by striking ‘‘in the case of’’ and all that
follows in subparagraph (C) and inserting ‘‘in
any other case.”’; and

(4) by striking subparagraph (D).

(b) TECHNICAL AMENDMENTS.—

(1) Subparagraph (B) of section 1(f)(6), as
amended by section 103(b), is amended by
striking ‘‘(other than with’’ and all that fol-
lows through ‘‘shall be applied” and insert-
ing ‘‘(other than with respect to sections
63(c)(4) and 1561(d)(3)(A)) shall be applied”.

(2) Paragraph (4) of section 63(c) is amend-
ed by adding at the end the following flush
sentence:
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“The preceding sentence shall not apply to
the amount referred to in paragraph (2)(A).”.

(c) EFFECTIVE DATE.—The amendments
made by

Beginning on page 20, strike line 21 and all
that follows through page 22, line 4, and in-
sert the following:

*(8) ELIMINATION OF MARRIAGE PENALTY IN
15-PERCENT BRACKET.—

“‘(A) IN GENERAL.—With respect to taxable
years beginning after December 31, 2001, in
prescribing the tables under paragraph (1)—

‘(i) the maximum taxable income in the
15-percent rate bracket in the table con-
tained in subsection (a) (and the minimum
taxable income in the next higher taxable in-
come bracket in such table) shall be twice
the maximum taxable income in the 15-per-
cent rate bracket in the table contained in
subsection (c) (after any other adjustment
under this subsection), and

‘(i) the comparable taxable income
amounts in the table contained in subsection
(d) shall be Y2 of the amounts determined
under clause (i).

‘(B) ROUNDING.—If any amount determined
under subparagraph (A)@i) is not a multiple
of $560, such amount shall be rounded to the
next lowest multiple of $50.”".

The PRESIDING OFFICER. The Sen-
ator from Montana is recognized.

Mr. BAUCUS. The Senator can offer
an amendment in his own right.

The PRESIDING OFFICER. The Sen-
ator from North Dakota controls 1
hour on the amendment.

The Senator from North Dakota is
recognized.

Mr. CONRAD. Mr. President, I say to
the managers I have no desire to take
an hour on this amendment, consid-
ering the other amendments Senators
desire to offer. I am prepared to go to
a vote very quickly on this amend-
ment. Perhaps others want to speak. I
understand that.

I ask unanimous consent that Sen-
ator JOHNSON be shown as an original
cosponsor of the amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. CONRAD. Mr. President, perhaps
others would like to speak. I am happy
to work with the manager in whatever
way he thinks is most appropriate in
order to move things along. If the man-
ager on our side wants to delay consid-
eration and have other amendments
considered or have others speak on
other subjects, that is fine with me.

Mr. BAUCUS. Mr. President, as the
Senator from North Dakota knows, we
are trying to negotiate out a sequence
and order of amendments. I very much
appreciate the graciousness of the Sen-
ator from North Dakota. At this point,
since I do not know what the Senator
from Texas, who has an amendment on
the subject, desires, I suggest that the
Senator proceed with his amendment,
and that after a reasonable period of
time we will be in a much better posi-
tion to know about how to sequence
this. I urge the Senator to proceed.

Mr. CONRAD. I thank the Senator
very much. I have made my initial re-
marks. I see the Senator from South
Dakota, Mr. JOHNSON, now in the
Chamber. He is an original cosponsor of
the amendment. I think he would like
time to speak on the amendment as
well.
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The PRESIDING OFFICER. The Sen-
ator from South Dakota.

Mr. JOHNSON. Mr. President, I
thank my colleague from North Da-
kota. I will be very brief.

I applaud the work Senator CONRAD
has done on the marriage penalty
amendment by accelerating the mar-
riage penalty relief to begin imme-
diately. One of the great disappoint-
ments of the pending legislation is that
the marriage penalty is not phased out
until beginning the year 2005.

There are many of us who thought
this was going to be one of the high-
priority items we would be taking up
in a tax cut bill, and yet we find noth-
ing happens relative to getting rid of
the marriage penalty for half a decade.

The offset Senator CONRAD has pro-
posed is a delay in the phase-in of the
marginal tax rates for the top two
brackets, the 39.6 and 36-percent brack-
ets. Those are families who are making
roughly $300,000 a year for the 39.6-per-
cent bracket and about $161,000 for the
36-percent bracket. This would be de-
layed. They would ultimately get the
bracket reduction, the same as was ini-
tially proposed.

The question is, who has to wait? The
people with the marriage penalty or
the highest tax bracket? Somebody has
to wait to fit into the tax plan, and it
seems to me we ought to accelerate the
marriage penalty, which benefits ev-
eryone who is married, regardless of
what their income might be, and move
forward with that.

Again, under this amendment, we
will allow the phased-down reductions
of those two top tax brackets just as
was in the original bill. It is not a mat-
ter of eliminating bracket reduction,
but it is a matter of having to choose,
having to make a decision. We have to
decide right here and now whose tax re-
lief ought to come first. Should it be
people who are, under Federal policy,
being penalized for their marital sta-
tus, or should the highest income peo-
ple in America get their relief first and
people who are being penalized for
being married have to wait? To me,
that is an easy decision. To me, public
policy ought to encourage family sta-
bility. Public policy ought to encour-
age marriage, not discourage it, and in
the course of trying to come up with a
more equitable Tax Code, it ought to
be among the very first items we ad-
dress.

To delay tax relief on the marriage
penalty in order to continue to quickly
reduce the tax brackets on the wealthi-
est upper percentiles of the American
public does not make a lot of sense to
me.

This change would be a great benefit
to married families all across South
Dakota. It would affect, by slowing
down the phase-in, fewer than 3 percent
of the citizens of my State, but in ex-
change for that, they would get their
marriage penalty relieved as well re-
gardless of income levels.

This is a sensible, commonsense
amendment being offered by Senator
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CONRAD. It does nothing to the overall
scope of the tax cut. It does nothing to
eliminate the reductions in brackets
for the top income tax brackets, but it
does say, with an exclamation point,
right here and now that we will make
elimination of the marriage tax pen-
alty immediately one of our priorities.
We should not be phasing it in over the
course of 5 years simply to allow the
immediate reduction of tax payments
by the wealthiest upper percentiles in
America. That is the tradeoff. That is
the balance and choice we have to
make.

I applaud Senator CONRAD for his
work on this amendment and hope my
colleagues on both sides of the aisle
will support the immediate elimination
of the marriage penalty. I yield the
floor.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I
yield to the Senator from Colorado
what time he might consume.

The PRESIDING OFFICER. The Sen-
ator from Colorado is recognized.

Mr. ALLARD. If T may have 15 min-
utes.

Mr. GRASSLEY. I yield 15 minutes.

Mr. ALLARD. Mr. President, first I
commend Chairman GRASSLEY for his
hard work in putting this tax bill to-
gether. He has done a great job as
chairman of the Finance Committee,
and we all appreciate how quickly he
was able to get this tax cut out of his
committee. He has provided critical
leadership in the battle to provide tax
relief to the American people.

I reiterate, as I have time and again,
the budget surplus is the people’s sur-
plus, it is not the Government’s sur-
plus, and it is time to refund a portion
of this surplus to the people who pay
the bills. They are being overtaxed, and
they deserve a refund.

This bill provides that refund in the
form of lower income tax rates. It re-
peals the death tax. There is an in-
crease in the child tax credit. There is
relief on the marriage penalty provi-
sions and tax relief for education ex-
penses. That is a good start. I am one
of those Senators who thinks there
could be more done and should be more
done as far as the size of the tax cut,
but this is a good start.

My hope is that we can continue to
improve this bill in the Senate and in
conference, and that we can work for
more tax cuts in a second tax bill later
this year.

I have two concerns with this bill.
First, the bill does not cut the income
tax rates far enough. There should be
no higher rate, in my view, than 33 per-
cent. All of the tax brackets should be
lowered so that we have only four
rates: 10 percent, 15 percent, 25 percent,
and then the final level would be the 33
percent.

In my view, no one should pay more
than a third of their income in Federal
income taxes. This is what the Presi-
dent and the House have proposed, and
I am hopeful we can move to that in
the conference.
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The second concern I have is that
this bill contains no reduction in the
capital gains tax rate. I will, therefore,
be offering an amendment to add this
tax cut to the bill. My amendment will
reduce the top capital gains rate from
20 percent to 15 percent with those in
the lower brackets paying only a 7-per-
cent rate on capital gains.

I have two versions of this amend-
ment. One is a permanent rate cut. The
other is a 2-year rate cut that should
clearly raise revenue even under the
Joint Tax Committee scoring.

I cannot understand why we do not
have a capital gains cut in this bill.
Both parties have come together in
support of immediate tax relief to
stimulate the economy, and, in my
view, there is no tax that could do
more to stimulate the economy than a
further reduction in the capital gains
rate if we could cut that further. If we
want to pull the economy out of its
slump, if we want to revive the stock
market, if we want to return to full
economic growth, we should cut the
capital gains tax.

The greatest irony is we could cut
this tax with no loss of revenue. In
fact, a capital gains tax cut will actu-
ally raise revenue. This occurs for
three reasons. First, a reduction in the
tax on capital gains will, purely and
simply, increase economic growth. Sec-
ond, it will increase the value of cap-
ital assets held by taxpayers. Three,
when the tax is cut, people will sell
more capital assets. We open up the
gates of commerce.

Remember, the capital gains tax is a
voluntary tax. It is only paid when the
assets are sold and investors are much
more willing to sell capital assets when
the tax rate is lower. This is not a the-
ory. It has been proven time and again
by history. Let me reflect on a few of
those historical moments.

In 1997, we reduced the capital gains
tax from 28 percent to 20 percent, and
many of you, I think, in this Chamber
will recall the debate over whether this
would raise or lower revenues. We now
have the answer. Revenue from capital
gains increased dramatically after the
tax rate cut. In fact, in just the 4 years
since the rate cut, 1997 through 2000,
the Government has received $200 bil-
lion more capital gains revenue than
forecast before the tax rate. I repeat,
$200 million in added revenue in just 4
years.

I call my colleagues’ attention to
this chart. I have placed a copy on each
Member’s desk. The chart shows for
the years 1997, 1998, 1999, and 2000 the
orange-yellow bars, what would have
been the projected revenue from cap-
ital gains if we had not reduced the
capital gains rate. The amount of
growth that has occurred during this
same period is phenomenal. This re-
flects the increase in capital gains rev-
enue, and this projected what it would
have been if we had not cut capital
gains. It is substantial. It is $200 billion
in added revenue in 4 years.

Each time we have cut the capital
gains tax rate, revenues have gone up.
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This happened after the 1978 cut from
40 percent to 28 percent. It happened
again in 1981 when the rate was cut
from 28 percent to 20 percent.

By contrast, after the 1986 tax in-
crease, revenues actually declined.

Then finally in 1997, after the most
recent reduction in the tax rate, we ex-
perienced a huge capital gains revenue
increase.

This added revenue has been a big
factor in the budget surpluses of recent
years. In fact, this $200 billion of added
revenue exceeds the entire non-Social
Security surplus since 1997.

I refer my colleagues specifically to
the four years since the 1997 rate cut
from 28 percent to 20 percent. In each
year you can see the revenue that was
forecast before the rate cut, and then
next to it the revenue that we actually
received.

The revenues are virtually double the
forecast after the rate cut—as I noted,
$200 billion in new money in just 4
years.

The increase in revenues should
make this tax cut an easy sell, but that
is not the main reason that we should
cut the tax.

The main reason is that this tax cut
immediately increase savings, capital
investment, and stock values.

All of this is pointed out in Monday’s
Wall Street Journal op-ed by Arthur
Laffer, Lawrence Kudlow, and Stephen
Moore.

At this time I ask unanimous con-
sent that this Journal article be print-
ed in the RECORD at the close of my re-
marks.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See Exhibit 1.)

Mr. ALLARD. Let me just quote
from the final paragraph of this article:

The last capital-gains cut in Washington
led to higher productivity and capital invest-
ment, a spectacular surge in stock values,
and a new age of federal surpluses. Isn’t that
exactly what is meant by a fiscal stimulus?

That is what is meant by fiscal stim-
ulus. We should add this provision to
our tax bill for the simple reason that
it will get this economy moving again.

The American people are overtaxed.

Tax Freedom Day was May 3, this
year. This is the latest it has ever
been.

This means that average American
families will work the first 123 days of
the year to pay the combined tax bill
from all levels of government—Federal,
State, and local.

It is time for a tax cut.

We frequently discuss the budget sur-
plus, but I believe that it is more accu-
rate to refer to it as the tax surplus.
The tax surplus represents an overpay-
ment by taxpayers and should be re-
funded to those who overpaid.

Tax cuts will benefit all Americans
by making the economy stronger. Low
taxes reward work, saving, and invest-
ment. Low taxes provide the fuel for
our economy to create new jobs and
raise our standard of living.

Allowing people to keep their own
money simply makes the most sense.
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People are in a better position than the
government to know what they need. I
believe in the people’s priorities, not
Washington’s priorities.

This tax cut is real money that can
be used for the downpayment on a
home, college tuition, or a family vaca-
tion.

While I want to add a capital gains
tax cut, I know that this tax bill con-
tains many important provisions.

All taxpayers will get immediate re-
lief when the 15 percent rate is lowered
to 10 percent on a significant portion of
income.

The tax bill also increases the child
tax credit, provides tax relief for edu-
cation expenses, and eliminates the
death tax.

I am particularly pleased to support
repeal of the death tax. It is the one
tax cut issue that comes up consist-
ently.

The United States retains among the
highest estate taxes in the world, and
top estate tax rates can reach over 55
percent. This is money that was al-
ready taxed when it was earned.

The estate tax can destroy a family
business. This is the most disturbing
aspect of the tax. No American family
should lose its business because of the
estate tax or death tax.

Similarly, more and more large
ranches and farms are facing the pros-
pect of break-up and sale to developers
in order to pay the estate tax.

Americans are spending more than
ever on taxes. In fact, we now pay more
in taxes than we do for food, shelter,
and clothing combined. Since when did
the Federal Government become more
important than life’s essentials?

It is time to reverse this trend by
cutting taxes across the board. Low
taxes will help our economy and will
also help America’s families.

I ask my colleagues to support my
amendment to reduce the capital gains
rate to 15 percent.

This addition will make the bill even
stronger than it is now.

Adding this will stimulate the econ-
omy, increase saving and investment,
and boost Federal revenues.

We should not let this opportunity
pass without adding the tax cut that
will do the most to restore the pros-
perous 4 percent to 5 percent economic
growth that we experienced in the late
1990’s.

There is no reason why our economy
cannot sustain high levels of economic
growth.

This is in fact the best way to ensure
that we can continue tax relief, pay off
the national debt, improve education
opportunities, and finance the Social
Security and Medicare commitments
that have been made to the baby boom
generation.

We need a strong and vibrant econ-
omy to fully achieve our goals and re-
alize our dreams for all Americans.

A capital gains tax cut will help us to
quickly restore that strong economy.

I ask for the support of my col-
leagues as we move to cut the capital
gains tax rate.
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EXHIBIT 1
[From The Wall Street Journal, May 14, 2001]
REAL RELIEF: A CAPITAL-GAINS TAX CUT
(By Arthur Laffer, Lawrence Kudlow, and
Stephen Moore)

The budget deal reached last week between
the White House and Congress calls for a $100
billion tax-cut stimulus in 2001-02. Yet to be
decided is the nature of those cuts. Congress,
increasingly jittery about the sagging econ-
omy, will likely seek rate cuts that offer
growth-enhancing tax relief quickly.

That makes a lot of sense. What doesn’t is
the tax-rebate plan that many in Congress
wish to enact. The tax rebate is intended to
send checks out to American workers to
stimulate consumer spending. But more
spending is not what the economy needs
most now.

PERSONAL SAVINGS

This has always been an investment-led
downturn, not a consumer slump. The huge
federal tax overpayments have badly drained
personal savings and undermined capital in-
vestment and risk-taking. The one tax cut
that would immediately boost savings, cap-
ital investment and stock values is a reduc-
tion in the capital-gains tax.

Consider what has happened to Americans’
wealth over the past several months. The
Federal Reserve Board reported that Ameri-
cans lost nearly $2 trillion in wealth in just
the last quarter of 2000 as a result of the
stock-market decline. This is the equivalent
of a $20,000 evisceration in wealth and capital
for each household in America. It is the lack
of capital formation that poses such a tall
barrier to resuming the prosperous 4% to 5%
growth of the late 1990s.

Oddly enough, a capital-gains cut is not
now part of the Bush tax plan or the congres-
sional agenda. It should be. The capital-gains
cut has the added political attraction that it
is self-financing and, properly scored, would
actually increase revenues.

The best course would be a permanent re-
duction in the capital-gains tax from 20% to
about 15%. But if the rules of the budget
agreement only allow a stimulus tax cut
through 2002, Congress should still cut the
capital-gains tax for the next two years. (We
doubt any Congress would be foolhardy
enough to raise the rate again, mortally
wounding the economy just before the next
elections.)

Any capital-gains cut would instantly be
capitalized into the value of stocks. Stock
values are determined by the discounted
present value of the after-tax rate of return
on the asset. So, capital-gains tax relief
would immediately raise investment return
and lower capital costs. This isn’t just specu-
lation. The past two capital-gains tax rate
cuts—in 1981 and in 1987—were both followed
by riptide gains in the stock market and the
economy.

Reducing this tax will encourage investors
to unlock cumulative gains of the past, liber-
ating capital and freeing these funds to be
reinvested in more future-oriented, entrepre-
neurial, growth-generating enterprises. In
particular, it would spur venture-capital in-
vestment, which rocketed upward after the
1997 rate cut but has recently sagged badly.
This pool of high-risk investment capital is
essential to finance technological innova-
tion, itself vital to productivity advances
that will increase real wages and expand the
economy’s growth potential.

Moreover, this growth effect would be mul-
tiplied if the arbitrary one-year holding pe-
riod for the long-term capital-gains tax rate
were eliminated entirely.

Skeptics will accuse us of ‘‘voodoo eco-
nomics’” when we say that a capital-gains
tax cut will raise revenue. But those skep-
tics—Dick Gephardt and Tom Daschle, in
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particular—are just as wrong now as they
were back in 1997 when the capital-gains rate
was chopped to 20% from 28%. Congressional
Budget Office data confirms a stunning gain
in tax revenues from the lower capital-gains
tax rate. Receipts more than doubled to $118
billion in 2000 from $54 billion in 1996.

In fact, revenues generated after the 1997
cut, compared with revenues predicted at the
time, tell an amazing story. Before the tax
rate was cut to 20% from 28%, the Joint
Committee on Taxation predicted that we
would collect $209 billion from 1997 to 2000
from capital-gains payments. Instead, the
capital-gains tax raised $372 billion over this
period. In other words, the lower tax rate
yielded 80% more revenue over the four-year
period than was projected if the rate had re-
mained at 28%—a $166 billion windfall. In
fact, the capital-gains tax cut was a contrib-
utor to the big and unexpected budget sur-
pluses that emerged in the late 1990s.

We aren’t suggesting this capital-gains cut
as a substitute for the George W. Bush’s tax-
cut plan. It’s imperative that the White
House stick to its guns on its planned reduc-
tion of the top tax rate to 33%, down from
39.6% today. The income-tax rate cuts are
desirable because they will increase indi-
vidual and small-business incentives that
will raise the long-term growth potential
and investment attractiveness of the U.S.
economy.

RATE CUTS

But the income-tax rate cuts in the presi-
dent’s plan are far too backloaded (the top
rate would only fall to 38% in 2002) to pro-
vide much juice for the economy right now.
In fact, if the capital-gains cut raises more
revenues, as expected, then it will help fi-
nance the Bush income-tax rate reduction
plan.

The last capital-gains cut in Washington
led to higher productivity and capital invest-
ment, a spectacular surge in stock values,
and a new age of federal surpluses. Isn’t that
exactly what is meant by a fiscal stimulus?

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. I yield myself such
time as I may consume.

My purpose for rising is to discuss
the amendment before the Senate, an
amendment from the distinguished
Senator from North Dakota, Mr. CON-
RAD.

Mr. REID. Will the Senator yield?

Mr. GRASSLEY. I yield.

Mr. REID. Just so the managers of
the bill understand, Senator ROCKE-
FELLER indicated a willingness to
speak on the bill itself. He will be over
in 10 or 15 minutes.

Mr. GRASSLEY. We will do every-
thing we can to accommodate Members
of both parties. That is perfectly legiti-
mate, particularly considering the fact
that Senator ROCKEFELLER has many
amendments to the bill and has strong
feelings about the bill, and we have a
responsibility to let the American peo-
ple hear that point of view.

I think, in visiting about the mar-
riage penalty, it is good to talk about
tax relief for married families in the
mark that goes beyond just the mar-
riage penalty. The bill provides specific
relief for married families. This is at
all income levels. First, we expand the
earned-income credit. That is a pro-
gram for married families with chil-
dren. The phasing in of the earned-in-
come credit, which targets assistance
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to low-income families, is expanded in
our legislation by $3,000.

I want to give Senator JEFFORDS
from Vermont the credit for working
so hard on this provision. He believes
very strongly in a tax bill being equi-
table between different income levels.
He tailored it so this relief happens im-
mediately. This is not one of the por-
tions of the bill that phases in. The
next tax year, this provision of $3,000
earned-income credit will take effect.
So we are providing, in this section,
something that is of immediate im-
pact. In addition to Senator JEFFORDS,
I should give appropriate credit to Sen-
ator SNOWE from Maine and Senator
LINCOLN from Arkansas for this provi-
sion as well.

We are providing part of our relief for
married families right away. I might
add, it is a hallmark of this bill that
the benefits provided to low-income
families are immediate, while benefits
to other income levels are phased in, as
you have been told so many times over
the course of this debate thus far. The
income tax relief for married families
is phased in over 4 years and completed
in the year 2008. It provides for dou-
bling of the standard deduction for
those married filing jointly, and it
makes the 15-percent rate bracket for
married filing jointly two times that of
someone filing single.

Income tax relief is provided for both
one-earner and two-earner families.
For those who want to start providing
targeted income tax relief for married
families earlier, where were these folks
a few weeks ago when we were debating
the size of the tax cut, particularly
during the period on the budget? What
happened when we went from $1.6 tril-
lion down to $1.35 trillion—that was a
desire more from the other side of the
aisle than just a few on this side of the
aisle. That is what makes it difficult to
squeeze all these different, very impor-
tant tax equity provisions into this
bill. So anybody who complains about
having to phase some of these things in
more slowly, they could have taken
hold much more quickly if we were
dealing with a $1.6 trillion package
rather than a $1.35 trillion package.
The phase-in of the marriage relief re-
flects the realities of a budget resolu-
tion, then, that is down about $300 bil-
lion.

I think, also, there is a certain
amount of intellectual questioning
that is legitimate in this process of a
well-tailored bipartisan bill out of the
Senate Finance Committee, that the
Senate Finance Committee had to fit
into a $1.35 trillion package, and then
complaining about the phase-in being
so slow.

Somehow, I doubt my colleagues who
mention these things would join me in
offering an amendment that would in-
crease the tax reduction by the amount
necessary to provide immediate tax re-
lief on the marriage penalty.

So we get back to something that is
a familiar part of this debate today,
and will be until we get done on Mon-
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day, and that is this bill is balanced. It
is balanced in fairness and equity. It is
also balanced in a political way. This is
a bipartisan bill.

I hope when this amendment comes
up, we have strong bipartisan opposi-
tion to changing a very carefully craft-
ed portion of the bill, the marriage
penalty.

The bill also provides immediate tax
reduction for all marginal tax rates as
a means of helping to strengthen our
economy and balances that with good
tax policy of supporting the institution
of marriage. If the economy is not
strong, everyone, whether it is fami-
lies, children, the elderly, or other
groups of Americans, suffers.

The economy comes first, although I
will say again, we do provide benefits
for low-income married people with
children right now. This is a figleaf
amendment to cover up the fact that
many people did not answer the call
when the Senate was considering mar-
riage penalty relief last year. This
amendment harms our efforts to
strengthen the economy. That is why I
am urging its defeat.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. CONRAD. I would like to hear an
explanation of how it harms the econ-
omy of the country to address the mar-
riage penalty this year rather than
wait 4 years. How is that? How does
that hurt the country? How does it
hurt the country to address the mar-
riage penalty now instead of waiting 4
years?

Just the opposite is true. It strength-
ens the country to address the mar-
riage penalty now and not wait 4 years.
The fact is, on this side I offered a
budget plan that had half as big a tax
cut, but it dealt with the marriage pen-
alty. In fact, it had more money to ad-
dress marriage penalty than is in this
bill. So it is not a question of since you
supported a smaller tax cut that you
were then preventing addressing the
marriage penalty. There are other
choices to be made.

How much you provide at the top end
of the income spectrum is a key issue.
Here is the problem with this bill. The
top 1 percent get twice as much of the
benefits as the bottom 60 percent. That
is the problem with this bill. If you
didn’t design the tax proposal in this
way, you would have no problem doing
what I am doing with this amendment,
which is to provide marriage penalty
relief starting now, not waiting, as the
legislation before us does, for 4 years to
do anything. The problem they have is
summed up very well in this chart. The
top 1 percent get 33.5 percent of the
benefit of this bill. The bottom 60 per-
cent get 15 percent of the benefit. So
the top 1 percent, people on average
who earn in this country $1.1 million a
year—and that is great; I am all for
them. I am pleased they are successful.
It is a great thing about America. But
when we are talking about taking the
people’s money and giving it back to
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people, I am not for taking the people’s
money and giving a third of it to peo-
ple who are on average earning $1.1
million. That doesn’t strike me as fair.
That doesn’t strike me as equitable.
That doesn’t strike me as balanced.
That doesn’t strike me as the way to
strengthen the economy.

In this amendment I say let’s address
the marriage penalty beginning now.
We do not have to wait 4 years to begin
to address the marriage penalty. The
marriage penalty is not right. It is
hurting those who are in a cir-
cumstance in which the Tax Code pe-
nalizes them for being married. That is
not right. Nobody supports that. I do
not suggest anybody does.

The Senator from Iowa said some of
us on the other side last year did not
support a proposal on marriage pen-
alty. You bet we did not support that
because it did not solve the marriage
penalty. It dealt with three of the pro-
visions in the code that create mar-
riage penalty, that impose a marriage
penalty. There are over 60 provisions in
the code that impose marriage penalty.
On our side, we proposed giving tax-
payers a choice. They could file as indi-
viduals, they could file as a couple,
whichever benefited them the most.
That is the only way to solve all of the
60 places in the Tax Code that impose
a marriage penalty. That was not ac-
cepted. It was not passed.

In this bill, we have a different ap-
proach. It is a wuseful approach. It
helps. But it is delayed. It is deferred.
It is drawn out. What we are saying is:
Look, let’s address the marriage pen-
alty now. Let’s not wait 4 years before
we start. And let’s not wait until 2008
to fully phase it in. Let’s start dealing
with the marriage penalty now. I think
that is fair and it does no harm to the
country. It strengthens the country to
do so.

I thank the Chair and yield the floor.

Mr. GRASSLEY. Mr. President, I
yield myself such time as I consume.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. This legislation is a
commonsense approach. Politically, it
is bipartisan. In order to get anything
through the Senate, you have to have
that commonsense approach, some-
thing where we produce legislation
that will get at least 51 votes. We have
legislation here that will get a lot
more than 51 votes. So the common
sense is that there is a balance here:
One, politically it is bipartisan. The
other one is that it is balanced between
short-term stimulus, immediate help
for lower income tax rates, and helping
those at the outer income. In the outer
years, that is phased in to lower the
top marginal tax rate.

The Senator’s marriage penalty
amendment upsets the balance that we
have in this bill between short-term,
immediate help and the long-term
stimulus to the economy. This bill is
balanced between a short-term stim-
ulus of $100 billion and then the
changes in the higher marginal tax
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rates which will have a long-term im-
pact on the economy. He pays for his
amendment by damaging the balance
we have in this bill between short-term
stimulus and long-term stimulus be-
cause, even though these rates are
phased in over the next few years, by
reducing the marginal tax rates, we
have economic studies that show peo-
ple will change their investment habits
based upon the prospects and known
changes of tax law. Even though the
money is not in the pockets of the tax-
payers, we know there is going to be
changes of investment and spending
habits, based upon the prospects of the
marginal tax rates coming down that
are going to be a long-term benefit to
this economy—creating jobs, Kkeeping
inflation down, and strengthening the
economy.

I plead with my colleagues, as they
consider this legislation—it is fair to
look at the equity of the bill, but the
equity is between long-term stimulus,
short-term stimulus, between partisan-
ship or bipartisan. We have a balance
through bipartisanship, and we have a
balance between Ilong-term stimulus
and short-term stimulus.

So what is wrong with the amend-
ment by the Senator from North Da-
kota? It isn’t that he wants to do more
about the marriage penalty. We all
would. But this is a carefully crafted
compromise, both for the political need
to get a bill through and for the good
of the economy. And we try to be fair
in the process. That is why it upsets
this very delicate balance.

We should keep our eye on the ball,
and keeping your eye on the ball
means: Where do we want to go? We
want to be fair and equitable. We want
short-term stimulus. We want long-
term improvement to the economy.
This bill does all that.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. CONRAD. Mr. President, when
my colleague, who I respect and admire
and like and work with frequently,
makes these points, I just profoundly
disagree. I do not think this is a bal-
anced package. I showed the chart as
to why I do not think this is balanced.
He is talking about upsetting the bal-
ance. This is not my idea of balance.
The top 1 percent get 33 percent of the
benefits, and the bottom 60 percent get
15 percent of the benefits. Half as much
for the bottom 60 percent as the top 1
percent? And this is called a carefully
crafted balance?

Looking at it a different way, the
bottom 20 percent get 1 percent of the
benefits, the top 20 percent get 70 per-
cent of the benefits. And this is a care-
fully crafted balance? There is no bal-
ance. The top 1 percent get 33 percent
of the benefits, twice as much as the
bottom 60 percent.

When we look at rate reduction, it is
very interesting. These are the rates
that are in the current code: For the
15-percent rate, they do not get any
rate reduction, none, zip. Interestingly
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enough, that is where the vast major-
ity of the American taxpayers are.
That is where 70 percent of the Amer-
ican taxpayers are. They get no rate
reduction.

For the 28 percent, they get 3 points,
about a 10 percent on rate reduction;
the same is true at 31 percent; the
same is true at 36 percent.

The very top, the very wealthiest
who pay a rate of 39.6 percent, get the
biggest rate reduction of all, but the
bottom rate, where 70 percent of the
American taxpayers are, gets nothing.

They call this balanced? I do not see
any balance. They call this fair, care-
fully calibrated? Carefully calibrated if
you are at the top. But if you are one
of the 70 percent of the American peo-
ple who are down here in the 15-percent
bracket, you get no rate relief.

It does not seem carefully calibrated
to me. It does not seem fair to me. It
does not seem balanced to me. When
there are five rates in the current Tax
Code and only one rate gets no rate re-
lief, and it just happens to be the rate
where 70 percent of the American tax-
payers are, that does not strike me as
balanced. And the biggest rate reduc-
tion going to the very top bracket does
not seem balanced to me.

I do not think it is going to seem bal-
anced to the American people when
they have a chance to review it. I do
not think it is going to seem balanced
to them when they have a chance to
find out the details.

I do not think the 70 percent of the
American people who find out they get
no rate relief are going to think they
have been treated very fairly. This
thing is weighted to the very top, the
very wealthiest among us. That is what
this is. It is not balanced. It is not fair.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. I have two charts as
well. T am not sure I enjoy this battle
of the charts.

Mr. REID. I say to Senator GRASS-
LEY——

Mr. GRASSLEY. Yes.

Mr. REID. I wonder if the Senator
would like to enter into this unani-
mous consent agreement?

Mr. GRASSLEY. I yield to the Sen-
ator from Nevada.

Mr. REID. Mr. President, I ask unan-
imous consent that the pending Conrad
amendment be temporarily set aside
following the remarks of the Senator
from West Virginia, and that Senator
HUTCHISON be recognized in order to
offer an amendment relating to the
marriage tax penalty. I further ask
consent that there be a total of 2 hours
equally divided in the usual form for
debate on both amendments concur-
rently. I further ask consent that fol-
lowing the use or yielding back of time
the Senate proceed to a vote in rela-
tion to the Conrad amendment, to be
followed by a vote in relation to the
Hutchison amendment, with no amend-
ments in order to the amendments
prior to the votes.
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I would say that the Senator from
West Virginia has asked for 10 minutes.

The PRESIDING OFFICER. Is there
an objection?

As a Senator from the State of Ken-
tucky, I object.

Objection is heard.

Mrs. HUTCHISON
Chair.

Mr. REID. The Senator from Iowa
has the floor.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. The charts behind
me contradict what the President——

Mrs. HUTCHISON. Will the Senator
yield?

Mr. GRASSLEY. Yes.

Mrs. HUTCHISON. I want to ask
about the process. I am able to do
whatever I need to do, but I am not
sure what the previous objection was
regarding. So I do not know if it was to
the offering of my amendment after
Senator CONRAD’s amendment, and
then the votes, or if it was to the 10
minutes for the Senator from West Vir-
ginia. But if we could clarify it, then I
would be able to plan, if the Senator
from Iowa would help me clarify this
situation.

The PRESIDING OFFICER. The Sen-
ator from Nevada.

Mr. REID. Mr. President, we could
resolve this very quickly if the Senator
from Iowa would allow us to go into a
very brief quorum call.

Mr. GRASSLEY. I suggest the ab-
sence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. REID. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. REID. Mr. President, I renew my
unanimous consent request that I pro-
pounded before the quorum call.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

The Senator from Iowa.

Mr. GRASSLEY. Mr. President, there
may be honest differences of opinion
between the Senator from North Da-
kota and I, but when he makes the
claim that this tax bill is not fair, I
refer to the chart behind me.

When our legislation is passed, this
bill will make the income tax system
more progressive. We have heard the
other side say that the upper income
gets more out of the tax cuts. First,
the people paying the taxes will get
more tax reductions. But after this bill
is enacted, the wealthy will be paying
more of the taxes than they are paying
now.

As we can see specifically, where the
Senator from North Dakota said that
the top group would be getting 33 per-
cent of the benefit, take into consider-
ation that they are paying 35.9 percent
of the total taxes today.

I have a second chart. This chart
shows that the tax relief share is great-

addressed the
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est in families earning less than $50,000.
It is all because of our bill. More than
half of the $750 billion that we have in
rate cuts in this bill go to the new 10-
percent rate. We can see here that we
have very carefully tried to craft a bill
that is progressive and retains the pro-
gressiveness of the present tax system.

About the President’s proposal, we
are not dealing with the President’s
proposal on the floor today, as the
President would like to have it. With
the reality of the makeup of the Con-
gress, it never will be. But let’s just
say that we were debating today the
President’s proposal that he announced
in the campaign and behind which he
still stands as his policy. If it were car-
ried out, the top income people in
America would be paying a higher per-
centage of the total income tax take of
the Federal Treasury than they do
today. So I don’t want to hear anybody
talk about the progressiveness of our
tax system being diluted at all because
of either this bill or the President’s
bill.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. CONRAD. Mr. President, the
Senator from Iowa put up some very
interesting charts.

The one he has there now says: Tax
Relief Act Makes Tax Code More Pro-
gressive. Then under that it says: First
Year Tax Relief.

This isn’t a 1-year bill. This is a 10-
year bill. That is the problem.

I displayed a chart earlier about all
the measures that are phased in, all
the things that come in later on, that
benefit the wealthiest people in our
country. He puts up a chart that talks
about the first-year tax relief. That is
not a fair measurement of what this
bill does. That is what is wrong with
the analysis.

This is what the bill does over the 10
years. It gives 70 percent of the bene-
fits to the top 20 percent, and gives 1
percent of the benefits to the bottom 20
percent. It gives 33 percent of the bene-
fits to the top 1 percent, twice as much
as the bottom 60 percent receive. There
is no way of disputing this. This is
what the bill does. That is exactly
what it does. I am not putting up a
chart that just has the first year. This
is not a 1-year bill.

The fact is, this bill is heavily
weighted to the highest income people
in the country. That is a fact. The
chairman of the committee showed a
previous chart that talked about how
much people pay in income taxes.
There is something missing from that
chart, too. What is missing is payroll
taxes.

The fact is, 80 percent of the tax-
payers of this country pay more in pay-
roll taxes than they pay in income
taxes. Our friends on the other side
just want to talk about income taxes.
They want to forget about the fact that
80 percent of the people pay more in
payroll taxes. It is when you put the
full picture in front of people that you
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see the results and the unfairness of
this proposal. That is what reveals the
top 1 percent get 33 percent of the ben-
efit but only pay 20 percent of Federal
taxes. That is when you include the es-
tate taxes, the payroll taxes, the in-
come taxes. But they don’t want to
talk about all the taxes people pay.
They just want to talk about income
taxes because that is the only thing
that is being cut here—income taxes.

If we were going to be fair, we would
be talking about all the taxes people
pay. When we look at all the taxes peo-
ple pay, we find this tax cut measure:
33 percent of the benefit goes to the
wealthiest 1 percent and the bottom 60
percent only get 15 percent of the ben-
efit. They justify it saying, the top 1
percent pay more income taxes. Yes,
they do. Absolutely, I will stipulate to
that. They do pay more income taxes.
But they don’t pay 33 percent or 35 per-
cent of all Federal taxes. No. They pay
about 20 percent of all Federal taxes.
Yet they are getting 33 percent of the
benefit here. It is not fair.

That is why it flunks the fairness
test. That is why it ought to be op-
posed. That is why we ought to defeat
this, make it go back to committee and
come out with something that is more
fair to the American taxpayer.

I represent a State where half the
people make less than $20,000 a year.
They aren’t going to get any benefit.
They are not going to get any rate re-
duction—none, zero. Are they going to
be surprised. The alternative minimum
tax that currently affects 1.5 million
people, when this gets in place, it will
affect nearly 40 million people. Boy,
are they going to be in for a big sur-
prise.

I don’t think this passes the fairness
test.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. ROCKEFELLER. Mr. President,
in the State this Senator represents,
we are of moderate means. We can’t af-
ford a lot of charts. So when Senator
BYRD and this Senator come to the
floor, we don’t usually use charts. We
use whatever words we have.

I don’t mean to make any big point
of that. But sometimes I think charts
are helpful; sometimes I think they are
not. I will say this. I agree with the
Senator from North Dakota that the
bill is not fair. I voted for all the
amendments which were defeated, but I
do think the chairman of the Finance
Committee, Senator GRASSLEY from
the State of Iowa, was very fair in the
way he conducted the hearing. I didn’t
agree with the result, but I thought his
personal demeanor and the way he han-
dled himself in the general disposition
of the tax bill—that the Senator him-
self was personally very fair, and I re-
spect that. I wanted to so say.

I am baffled, also, by what the fair-
ness concept is. One of the things that
amazes me—and I am here to talk for
the marriage penalty, and I will—but
when they talk about the rich, this is
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sort of a mantra: If the rich make a lot
of money, then they should get a tax
credit because they did make a lot of
money, which goes somehow on the
idea that they really struggled their
way through life and stock options and
other things didn’t help them.

The point, of course, is that during
these last years, the pretax income of
the very wealthy has been so enormous
that, obviously, they have paid more
taxes. But the reason is that their
pretax income was so much higher.
Even after they did pay their taxes,
their resulting net income was much
higher than it had been previously. I
think that is a very important point.

I think another important point to
be made, before I get to Senator CON-
RAD’s amendment, is that one of the
things that, it seems to me, people
have not focused on either in the press
or, as I find it, in general conversation,
is that once the Senate and the Con-
gress, with the encouragement of the
President, cut taxes to the extent that
I believe we may, that is revenue for-
gone, not for a period of 10 years but
probably 10, 15, or 20 years.

There was a time when you could
come in and say, well, we are at a cer-
tain crisis and, for a certain reason, we
have to raise taxes. I think those times
have passed. The American people are
not going to stand for it if we lower
their taxes and then come back in 3
years, as we did after a year and a half
with the balanced budget amendment
with the hospitals and other health
care facilities, and say we made a mis-
take; we want to change the rules. The
American people won’t stand for that,
nor should they.

If we want to take a stand, now is the
time we need to do that. The stand
should be for fairness, and this bill
doesn’t meet any of those tests that I
can find. I look upon the future of the
country and upon the future of my
State, West Virginia, and I worry
about whether or not we are all going
to make this. I think we are going to
be back in very substantial double-
digit deficits—triple digit, quadruple
digit, multiple digit. I also think that
the markets are going to take a very
bad signal from this. They are going to
think Congress has acted, as we are
acting, in a very hasty manner. The
Joint Tax Committee hasn’t even
scored a lot of the costs of this bill,
even as we discuss this matter.

The 20 hours is running, and we are
going to vote on Monday, I presume.
We really don’t know what we are vot-
ing on. Very few Senators outside of
the Finance Committee, and maybe not
many on that committee, are enable to
tell you that. So we have our votes and
we think we are making substantial
points, but most of this is flowing un-
derneath the radar screen, under our
feet, and the cost of it is going to be
enormous.

I fear for that because eviscerating
the Federal budget may be attractive if
one wants to diminish the size and role
of Government in America, but there
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are, after all, some things the private
sector cannot do and there are things
the public sector does have to do—in
Medicare, health care, FAA, FBI, and
border control; all kinds of programs
are a part of that.

The Presiding Officer wants to see a
third airport built in the State of Illi-
nois. I happen to share his view. I also
happen to share the view that there
should be another runway built at
O’Hare. Neither the Presiding Officer
nor I are going to see that happen, un-
less there is money to make it happen.

So having divested myself of those
particular thoughts, I want to say that
I strongly support the Conrad amend-
ment and I think we need marriage
penalty relief now.

The proposal the Senator is making
would make the marriage penalty
available to couples in 2002. The way
we did it in the Finance Committee
was to make it available in 2006 and
then, because of certain problems of
scoring, et cetera, it was brought back
to 2005. The point is, we are playing a
budget gimmick and we are with-
holding something which people all
over this country—couples—think they
absolutely are going to have as soon as
this bill passes, if indeed it does.

So, in a sense, we are misleading
them. We are grossly distorting what
we have said to them, and they don’t
know it. It is only on occasions such as
this when one has a chance to say it,
but it is not usually reported because
it is not considered newsworthy. But it
will be very newsworthy to the Amer-
ican people when they discover they do
not get marriage penalty tax relief
until the year 2005. That is wrong.

On the other hand, we can change it
by simply saying we will take the two
top tax brackets and put those off a lit-
tle bit and make it available in the
year 2002. That is what we promised we
would do. That is what we campaigned
on. That is what we discussed we would
do, and we ought to do that. That is
what the Conrad amendment, in fact,
does—charts or no charts. It does that.
I think that is right and fair.

I think the amendment is fiscally re-
sponsible because it is paid for; it is
offset by delaying the reductions in the
two top tax brackets. So we are lev-
eling with the American people, but we
are also doing something that they ex-
pect to happen. They know gasoline
prices are going up and we are not
doing anything about that. We told
them we were going to give them mar-
riage penalty relief, and we are not
going to do that. Through this amend-
ment, we can do that. I think it is
something we should proceed to expedi-
tiously, so that if we take our word to
the American people about 2002 and
marriage penalty tax relief, and doing
it in a very good manner, then it would
seem to me one would vote yes. If one
values that less than the so-called
sanctity of the two top tax brackets,
then I suppose one would vote no. I in-
tend to vote yes. I think it is a rather
easy decision.
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I thank the Presiding Officer, and I
yield the floor.

The PRESIDING OFFICER (Mr. FI1TZ-
GERALD). The Senator from North Da-
kota.

Mr. CONRAD. Mr. President, I yield 5
minutes to the Senator from Florida.

The PRESIDING OFFICER. The Sen-
ator from Florida is recognized.

Mr. NELSON of Florida. Mr. Presi-
dent, I compliment the Senator from
West Virginia for his insight and tell
him that apparently there is a lot of
similarity in the thinking of the people
of West Virginia and the thinking of
the people of Florida. Indeed, they take
for granted that if we are saying we are
going to eliminate the marriage pen-
alty so that it doesn’t penalize married
people, so that it promotes family—
that if they take for granted that we
are going to do that, they expect to
have that tax benefit immediately in-
stead of having to wait 5 years into the
future.

It is common sense to me, if we have
made this promise to the people of
America, and I have made this promise
to the people of Florida, that we should
have that tax benefit—in other words,
that you are not penalized in the Tax
Code if you are married—instituted im-
mediately.

I thank the distinguished Senator
from West Virginia for his comments.

The PRESIDING OFFICER. Who
yields time?

Mr. CONRAD. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. BAUCUS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BAUCUS. Mr. President, this is
clearly a very important debate, and
we very much want to reduce taxes for
the American people. We want to do it
fairly. Different Senators have a dif-
ferent perception of what fair is. It
generally reflects their States. States
are different. For some, it reflects dif-
ferent ideological points of view. It is
America. We all have different points
of view, and we are all trying to do the
best we can.

There is an old saying about statis-
tics: Anybody can do what they want
with statistics. When Senators are ar-
guing their points, they are going to
find facts and figures and use statistics
that make their case better, the basic
problem being in most cases Senators
do not give the full picture because,
correctly, they are advocating their
point of view.

That must be very frustrating to the
American public. Who is right? Some-
body makes one set of claims; some-
body else makes another set of claims.
The tax legislation is confusing enough
as it is, but when people hear different
sets of numbers, they seem to be jux-
taposed to one another. Who is right?
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It is basically, for the reasons I indi-
cated, because Senators tend to choose
statistics that make their case, but are
not broad brush and do not give a fair
picture.

I begin with complimenting the Sen-
ator from North Dakota. I do not know
anybody in this body who has a greater
command of the budget, the effects the
different proposals in the budget have
on the American economy, tax dis-
tribution, and all the components that
g0 into a budget. He has charted us out
in many respects, particularly in our
conference luncheons on Tuesdays. We
saw a lot of good charts. They are very
informative. It pretty much helps the
debate. It is very hard for people to
hear statistics, and it is a little easier
if they see charts, particularly if they
can see not just a bunch of numbers
but a graph which shows trends. The
Senator from North Dakota has done a
super job in helping to educate this
body, and particularly the American
public.

I want to point out a little broader
picture of the lay of the land. Basi-
cally, the statistics presented by the
Senator from North Dakota about the
distributional effect of the bill before
us, particularly the top 1 percent—and
his argument that the bill gives a
greater proportion of benefits to the
most wealthy compared with current
law—is accurate if you include estate
tax provisions. But there are lots of
analyses that show it is not accurate if
you do not those provisions.

Most Senators do want to include
Federal estate tax reform and/or re-
peal. That is a fact. I know the Senator
from North Dakota does.

Let me talk about the Joint Tax
Committee analysis. They are the
group we look to for honesty and integ-
rity in this process. Unfortunately,
they only do analyses for 5 years. They
rank income categories according to
groups. Their analysis is a little dif-
ferent than the so-called Citizens for
Tax Justice, a privately funded organi-
zation, which tends to do analyses in
quintiles, rather than income brackets,
like the Joint Tax Committee.

According to the Joint Tax Com-
mittee, taxpayers with incomes of
$200,000 or more—that is the top 4 or 5
percent of taxpayers—do not receive
33.5 percent of the benefits of this bill,
as my good friend from North Dakota
says. Instead, they will receive 22.5 per-
cent of the benefits of the bill. Those
are taxpayers who pay about 32 percent
of all Federal taxes, not just income
taxes.

In fact, if you use the same analysis
used by my good friend from North Da-
kota, the top 1 percent of taxpayers
pay 26 percent of all Federal taxes and
would receive 19 percent of the tax cuts
in the bill if you take out the estate
tax provisions.

We have to be honest with ourselves:
Are we or are we not going to include
estate tax provisions? Those making
the case that the distributional effect
helps upper income Americans more,
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are not saying they prefer that because
they favor Federal estate tax reform
and/or repeal.

I am pointing out that when you in-
clude Federal estate tax, the analysis
is more accurate, but almost every
Senator wants to include estate tax re-
form and/or repeal. The results work
out that way because clearly the most
wealthy Americans get the benefit of
estate tax reform and/or repeal.

In summation, the top 1 percent of
taxpayers, according to the analysis by
the Citizens for Tax Justice, are those
with incomes of $373,000 or greater, and
the argument is these taxpayers re-
ceive 33 percent of the benefits of the
bill.

If you look again, more deeply at the
argument, the analysis presented in-
cludes estimates of the distribution of
the estate tax provisions of the bill.
Again, both parties, and nearly every
Member of this body, support estate
tax reform and/or repeal, and no mat-
ter how you do estate tax reform, near-
ly all the benefits go to the wealthiest
Americans, and that is why there is
that result.

If I were writing this bill, it would be
different. But I wanted to make it clear
that the statistics—if we are honest
with ourselves, we have to indicate
whether or not we are for estate tax re-
form and/or repeal, and if we are—and
most Senators are—then the statistics
tend to have the result that people who
also want estate tax reform complain
about.

I hope that clarifies things a bit, so
we at least know what we are doing. I
yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Texas.

AMENDMENT NO. 659

Mrs. HUTCHISON. Mr. President, I
send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report the amendment.

The assistant legislative clerk read
as follows:

The Senator from Texas [Mrs. HUTCHISON],
for herself and Mr. BROWNBACK, proposes an
amendment numbered 659.

Mrs. HUTCHISON. Mr. President, I
ask unanimous consent that the read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To begin the phase-in of the elimi-

nation of the marriage penalty in the

standard deduction in 2002 and to offset the
revenue loss)

On page 19, beginning with line 21, strike
all through the matter preceding line 1 on
page 20, and insert:

“(7) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (2), the applicable per-
centage shall be determined in accordance
with the following table:
“For taxable years be-

ginning in calendar

The applicable
percentage is—

year—
2002 .... 170
2003 .... . 175
2004 ..o 180
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The applicable
percentage is—

“For taxable years be-
ginning in calendar

year—
2005 ..eiieeiiei e 185
2006 ... . 190
2007 .eeeiieieeieieenns 195
2008 and thereafter .............. 200.".

On page 20, line 14, strike ‘2005’ and insert
2001,

On page 29, line 4, strike ‘‘$2,000” and in-
sert ‘‘the applicable amount’.

On page 29, line 7, strike ‘‘$2,000 and in-
sert ‘‘the applicable amount (as defined in
section 530(b)(6))”".

On page 29, between lines 7 and 8, insert:

(3) APPLICABLE AMOUNT.—Section 530(b) is
amended by adding at the end the following:

‘(6) APPLICABLE AMOUNT.—The applicable
amount shall be determined in accordance
with the following table:

“In the case of tax- The applicable

able years begin- amount is—

ning in calendar

year—
2002 or 2003 ... $500
2004 or 2005 $750
2006 or 2007 ... $1,000
2008 or 2009 .............. $1,500
2010 and thereafter .............. $2,000.”".

On page 35, strike lines 21 through 23, and
insert:

(h) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to taxable years be-
ginning after December 31, 2001.

(2) SUBSECTION (¢).—The amendments made
by subsection (c) shall apply to taxable years
beginning after December 31, 2005.

Strike section 412 and insert:

SEC. 412. INCREASE IN INCOME LIMITATION ON
STUDENT LOAN INTEREST DEDUC-
TION.

(a) INCREASE IN INCOME LIMITATION.—Sec-
tion 221(b)(2)(B) (relating to amount of re-
duction) is amended by striking clauses (i)
and (ii) and inserting the following:

‘(i) the excess of—

““(I) the taxpayer’s modified adjusted gross
income for such taxable year, over

““(II) $50,000 ($100,000 in the case of a joint
return), bears to

¢‘(ii) $15,000 ($30,000 in the case of a joint re-
turn).”.

(b) CONFORMING AMENDMENT.—Section
221(g)(1) is amended by striking ‘‘$40,000 and
$60,000 amounts’ and inserting ¢$50,000 and
$100,000 amounts’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after December 31, 2001.

On page 53, line 12, strike ‘‘$3,000”’ and in-
sert “‘$2,000 ($1,500 in the case of 2002)"’.

On page 53, line 21, after ‘‘$5,000” insert
“($3,000 in the case of 2004.)”

On page 311, line 10, strike ‘$49,000”° and in-
sert ‘$48,000".

On page 311, line 16, strike ‘$35,750’" and in-
sert ‘$35,250"".

Mrs. HUTCHISON. Mr. President,
first, I respect the distinguished chair-
man, Senator GRASSLEY, and his rank-
ing member, Senator BAUCUS, for
crafting the tax reduction bill. I know
and understand in order to get a com-
plicated and very important bill
through a committee that is evenly di-
vided, many compromises must be
made. I know Senator GRASSLEY would
not have written the bill exactly this
way, nor would Senator BAUCUS, had
they been able to write it by them-
selves.

It is with great respect I offer my
amendment that somewhat changes
the order of the bill, although it is not
a huge deviation.
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Looking at their timetable, I realize
how difficult it was for them to say
which tax relief comes in the early
years and which comes in the later
years. When I decided I wanted to try
to move the marriage penalty up, it
was hard to find something to trade. It
was hard to find the offset. Everything
in the early years is a very important
tax cut and it represents very impor-
tant tax relief for every American fam-
ily.

I agree with Senator CONRAD, we
should bring the marriage penalty up
earlier, but I disagree with his offset. I
think the cut in the tax rates for every
working American is the very highest
priority. I am going to offer an amend-
ment that would bring the marriage
penalty relief up to 2002, rather than
beginning in 2006 as in the underlying
bill. My offsets are the deductions for
some of the education expenses being
streamlined over a longer period of
time.

In the bill before the Senate, the
marriage penalty relief starts in 2006
and ends in 2010; my marriage penalty
standard deduction doubling starts in
2002 and ends in 2008. It is fully effec-
tive in 2008. We have the full doubling
of the standard deduction by 2008,
starting in 2002. In order to achieve
that, it was necessary to streamline
the phasing in period of the education
IRA and the education expenses that
have the added deduction. The deduc-
tion maximum for the education ex-
penses under my bill in 2002, would be
$1,500; 2003, $2,000; 2004, $3,000; and in
2005, $5,000. Under the underlying bill,
all of the deductions end in 2005. My
amendment does the same.

There would be a phasing in dif-
ference and it does chip away at the
phase-in of the deduction for education
expenses. The tradeoff is we double the
standard deduction, starting imme-
diately in the 2002 year.

These are tough choices. There is no
doubt about it. I understand that. I
have been working on marriage penalty
relief for the last 4 years. We have
passed it in the Senate twice, but it
was vetoed by President Clinton.
Today we have a chance to finally
begin the process of relieving the mar-
riage penalty.

The marriage penalty came about as
an accident. Congress doesn’t mean to
tax married people more than two sin-
gle people living together individually
would be taxed. But it did happen that
the Tax Code has evolved so that there
is not a doubling of the standard deduc-
tion when two people who are single
get married; there is not a doubling of
the 15-percent bracket or the 28-per-
cent bracket or the 33-percent bracket
or the 39.6-percent bracket or any
other bracket. There is no doubling.

In the underlying bill, the relief for
the 15-percent bracket, the full dou-
bling, which gives every working
American that doubling capability, is
there. The doubling of the standard de-
duction is there. But it doesn’t start
until 2006.
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I am trying to double the standard
deduction beginning in 2002, to at least
start the relief from the marriage pen-
alty tax.

Fifty million couples in this country
are affected by the marriage penalty.
We received a census report in the last
10 years, and we see a dramatic 77-per-
cent rise in the number of single people
who are living together, unmarried. 1
am not trying to tell anybody how to
live. But I think the marriage penalty
has something to do with that. I have
had people tell me they are delaying
getting married until we fix the mar-
riage penalty. Whether or not that
should be a factor is not for us to
judge, but nevertheless we should not
have a Tax Code that penalizes people
who get married.

Generally, people who get married
need more help, not less, because their
expenses are more. They may have to
have a house on which they want to
make a downpayment, whereas before
they lived in an apartment. They may
need another car. There are any num-
ber of added expenses. Of course, if the
couple starts having children, we know
there are more expenses.

We want to encourage the family. It
is the stability in this country that
gives people the infrastructure they
need to get through life. We want to
encourage that. We certainly don’t
want to do something in government
policy that discourages families.

I understand how hard it was for the
committee to make the tough choices,
but I address the marriage penalty re-
lief earlier in the bill. Although I like
all of the education deductions, I phase
them in at a slower rate in order to
move the doubling of the standard de-
duction up to the front.

I think the significant tax relief that
the American people are going to get
from this bill is a tribute to those who
wrote it and to the President of the
United States, who made it his pri-
ority. I think it is very important we
give tax relief. I am so pleased we are
giving tax relief in the form of a tax
bracket reduction for every single
working American. That is why I could
not go along with Senator CONRAD’S ap-
proach to doubling the standard deduc-
tion and relieving the marriage penalty
in lieu of the rate cuts. Single people
get the rate cut and married people get
the rate cut and that is the way it
should be. Everyone should get the big-
gest tax relief, and that will come from
the rate cuts. So I would not put the
marriage penalty in front of the rate
cuts. But I do put it right after the rate
cuts, which is why I have chosen to go
a different route from Senator CONRAD.

I am very proud that we will be giv-
ing a rate reduction to every single
working American. I am proud that we
are going to take away the onerous
burden of the death tax so a family-
owned business or a family-owned farm
or family-owned ranch will not have to
be sold, putting all the people who
work for that family-owned business
out of work, because passing our fam-
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ily businesses from generation to gen-
eration will keep small business
strong.

It is small business that is the eco-
nomic engine of America. It is not big
international conglomerates that are
the economic engine of America. I
want to preserve our family-owned
businesses and farms and ranches as
much as we can. The elimination of the
death tax is the best way to preserve
family-owned businesses and farms and
ranches. All the people who work for
those family-owned businesses should
have job stability and not worry about
being taken over by some big inter-
national conglomerate that is going to
eliminate their jobs. I certainly favor
the elimination of the death tax.

Doubling the child tax credit is an-
other facet of this bill that I support
fully. Everyone who has children
knows how expensive it is to do for
them all the things that you want to
do, that would give them a better
chance: The music lessons, the dancing
lessons, the clothes, the soccer uni-
forms, the baseball uniforms—all the
things you want to give them so they
learn team spirit and sportsmanship,
seeing what talent they might have
and nurturing that. All those things
cost money. We know that. We want to
give relief through the child tax credit.

The bottom line is this is really a
good bill. It is a good bill because it
gives tax relief to every working Amer-
ican: Single, married, parents, not. It
gives relief to every working Amer-
ican, and it promotes job stability.
That is important.

My amendment is not meant to in
any way say the committee did not do
its job. The committee did a great job.
I just want to make it a little better. I
hope we can bring the marriage pen-
alty up and streamline the education
deductions and thereby add more relief
from the marriage penalty and try to
increase the capability for those in our
country who have chosen not to get
married because they really need that
extra $1,400 a year that they get.

Mr. President, I reserve the remain-
der of my time.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. CONRAD. Mr. President, first of
all I thank the Senator from Texas for
supporting the fundamental idea of
moving up marriage penalty relief. I
would just differentiate our proposals
in this way.

The proposal I am offering would give
the full marriage penalty relief start-
ing immediately. The Senator from
Texas would provide the relief starting
immediately but phase it in over an ex-
tended period of time; we would not get
the full phase-in until 2008. That would
just be on one of the provisions dealing
with marriage penalty. As I understand
it, she does not deal with the other pro-
visions at all.

In addition, there is a difference in
the pay-for. The pay-for on our side is
to ask those at the highest income lev-
els, the highest tax brackets, to simply
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have their tax cut deferred for a num-
ber of years. We get to the same level
over the period of the 10 years in tax
rates, tax brackets. We ask the fewer
than 1 percent of the people who are in
the very top tax bracket and the ap-
proximately 2 percent of the people
who are in the next tax bracket to
defer additional reductions so we can
provide marriage penalty relief start-
ing immediately.

The Senator from Texas has a totally
different pay-for. She goes after stu-
dent loan money; she goes after the
education IRA money; she goes after
the alternative minimum tax money. 1
do not think that is the way we want
to pay for this. I don’t think we want
to pay for moving up marriage penalty
relief by going after the student loan
interest money. I don’t think we want
to pay for marriage penalty relief by
going after the education IRA money
that allows people to save for the edu-
cation of their children. I don’t think
we want to go after the alternative
minimum tax money that we already
know is totally inadequate in this bill,
and under this bill we are going to go
from 1.5 million people being affected
by the alternative minimum tax to
nearly 40 million people, nearly 1 in
every 4 taxpayers who think they are
going to get a tax cut and are in for a
big surprise: They are going to get a
tax increase under this bill.

I hope Members will look very care-
fully at the fundamental differences
between what I am offering to speed up
marriage penalty relief—do it imme-
diately, do it now—versus what the
Senator from Texas is proposing, which
is to start now but to dribble it out
until the year 2008.

Is the Senator from Michigan seeking
time?

I yield 5 minutes to the Senator from
Michigan. Then I announce my inten-
tion to yield 10 minutes or whatever he
will consume to the Senator from
North Dakota.

Ms. STABENOW. I thank the Sen-
ator.

The PRESIDING OFFICER. The Sen-
ator from Michigan.

Ms. STABENOW. Mr. President, I
commend our Democratic leader from
North Dakota, Senator CONRAD, for his
outstanding advocacy for fairness in
this tax bill, for fiscal responsibility,
for really coming to the heart of the
issue before us, and that is: How do we
make sure the bulk of the tax relief in
this bill goes to hard-working middle-
class families, goes to the people who
are working hard every day and need
the relief in order to be able to trans-
late that into more opportunities to
put money into those items that are
important for their families? How do
we make this more fair for the major-
ity of Americans?

I rise as someone who was a Member
of the House of Representatives for 4
years, who supported the elimination
of what is called the marriage tax pen-
alty. I was a cosponsor of the Repub-
lican bill in the House of Representa-
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tives and voted consistently to elimi-
nate this penalty for reasons that have
been raised by colleagues on both sides
of the aisle. It makes no sense whatso-
ever for us to tell a married couple
that they will somehow be penalized
under the Tax Code for being married.
That makes no sense. It affects over 25
million couples in this country.

At a time when we are saying an im-
portant value for our country is to be
supporting marriage and family, and to
make sure we are giving every oppor-
tunity for couples to succeed and fami-
lies to succeed, it is crazy, in my opin-
ion, and makes no sense whatsoever, to
have this provision in place. It should
have been done away with a long time
ago.

My colleague from North Dakota is
saying it is time to do it right away.
By 2002 we need to fully provide relief
for couples. We ought to say it is time
to end it. It is past time to end it. We
ought not say to them we are going to
phase it in over several years, but we
are going to place families and couples
as a top priority and end this penalty
now.

I think it is fair to say to the fewer
than 3 percent of the taxpayers at the
highest levels, we are going to ask you
to delay full tax relief for yourself,
those who have done extremely well.
We want them to do well, but certainly
those who are best able to wait awhile
for a delay in their full tax relief, we
are going to ask them, the fewer than
3 percent: Delay, in order for over 25
million couples in this country to re-
ceive the relief that is long overdue. It
is an issue of fairness.

I believe that when we look at what
we are talking about in terms of the
number of people who would benefit by
this amendment, and those who are
asking for a small delay, it is a ques-
tion of fairness.

I also say to my colleague from
Texas on the other side of the aisle,
who spoke so eloquently, while I share
her desire to eliminate the marriage
tax penalty, I am very concerned about
the tradeoff that she is suggesting we
make because another important value
for all of us, and for our families, is the
ability to educate our children, to be
able to send them to college. I am very
concerned about trading off the mar-
riage tax penalty and paying for it
through a lessening of student loan in-
terest deductions or the education IRA
because, again, this is about how do we
best support families who are having to
make tough choices every day.

Let’s not penalize them for being
married. Let’s make sure they have
every opportunity under the Tax Code
to be able to send their children to col-
lege, to job training, to be able to give
their children every opportunity to
succeed, and to be educated adults.

So that tradeoff does not make sense.
What does make sense is eliminating
the marriage tax penalty now. We can
do that this next year. We need to do
that now. Families have waited long
enough. Couples have waited long
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enough. It seems reasonable to ask for
a small delay for less than 3 percent of
the taxpayers in order to allow the ma-
jority of couples in this country to be
able to get the relief that is long over-
due.

Mr. President, I yield back any time
I have remaining.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. CONRAD. Mr. President, I yield
10 minutes to the Senator from North
Dakota.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. DORGAN. Mr. President, I thank
my colleague for the time.

This issue, as it has been described, is
about the marriage tax penalty. There
cannot be anyone left in the Senate
who does not understand this issue. We
have debated it and debated it and de-
bated it. Everyone stands up, almost
automatically, in the Senate, and says:
I am for getting rid of the marriage tax
penalty. Count me in. I want to vote
for getting rid of the marriage tax pen-
alty.

We have a tax bill that has now been
brought to the floor of the Senate, and
it says: Do you know what. We have
written a bill that gets rid of the mar-
riage tax penalty. It is similar to an
employee being called into an office
and the employer says: Good news. Do
you know what. We are giving you a
raise.

Then the employee says: When does
this raise start?

The employer says: 5 years from now.
But we aren’t going to give it to you
all at once. We’ll phase it in. It starts
in 5 years, and it takes 8 years to get
the full amount.

Look, if we want to get rid of the
marriage tax penalty as we have adver-
tised for so many years, why would we
not decide that as a part of this tax bill
we are going to give real tax relief
right now to middle-income taxpayers
who are paying a marriage tax pen-
alty? Why would we wait some b5 years?

I ask the Senator from North Da-
kota, Mr. CONRAD, in his proposal in
which he says, let’s make the marriage
tax relief available now—and, inciden-
tally, that is tax relief that principally
affects middle-income taxpayers who
have a penalty under the marriage
tax—let me ask him how he would pay
for moving up that tax relief so it be-
comes effective next year, almost im-
mediately.

How does the Senator pay for his
amendment?

Mr. CONRAD. The pay-for in my
amendment is to delay the rate cuts
for the top two rates, the 39.6-percent
rate and the 36-percent rate.

As the Senator knows, there are
about 3 percent of the American people
who are in those very top rates. We
still give them the full rate reduction
included in this legislation; we just
delay it so that we can affect a signifi-
cant number of people who are in the
marriage penalty situation. As you
know, there are 50 million couples who
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have filed a joint return for the most
recent year for which the full details
are available, and 25 million of them
experienced the marriage penalty.
That is 25 million couples. That is 50
million people.

The legislation I am offering says:
Let’s allow those people to have relief
from the marriage penalty and do so
immediately, and have the full benefits
of this legislation that addresses the
marriage penalty effective in the next
year.

Mr. DORGAN. If I might ask an addi-
tional question, Mr. President, my un-
derstanding is that the beginning of
tax relief for the top 1 percent of the
income earners in this country starts
immediately, but the beginning of try-
ing to deal with the marriage tax pen-
alty starts about 5 years from now. Is
that correct?

Mr. CONRAD. Yes. Actually, over-
night they changed it. It was not going
to take affect for 5 years. In other
words, this chart says, marriage pen-
alty relief for middle-income taxpayers
was going to be delayed until 2006; it
did not do anything for 5 years. Now it
has been changed and moved up 1 year.
So it does not do anything for 4 years
in terms of marriage penalty relief.

What we are saying is, let’s do it next
year. Let’s make it a priority.

Mr. DORGAN. One additional ques-
tion.

When will the marriage tax relief be
fully effective?

Mr. CONRAD. Under the bill that is
before us, not until 2008. Under my pro-
posal, there would not be any phase-in.
We would do it all the first year.

Mr. DORGAN. I know my colleague
has studied economics. I have studied
economics and actually taught a little
economics but was able to overcome
that experience.

When you study economics, you will
learn about John Maynard Keynes’
saying: In the long run, we’re all dead.
Right. So it is interesting this tax bill
says: Look, here is what we are going
to do. We are going to get rid of the
marriage tax penalty, and we are going
to do this and that and the other thing;
and then you look at the fine print and
find out that for the marriage tax pen-
alty, they do not start getting rid of it
until 2004 or 2005. I guess you say now
it has been altered. It does not com-
plete until 2008.

So we are really talking about the
long run, aren’t we? But, yes, if you
happen to be earning $10 million a year
in income, you are going to get imme-
diate tax relief by a rate reduction
right at the start. Right at the get-go,
right at the starting line, you at the
top are going to get a rate reduction.
But there is not enough money to pro-
vide relief for the marriage tax penalty
right away, so that is deferred 4 years,
6 years, 8 years, or, as Keynes would
say, in the long run.

One wonders if there is not a short
run and a priority that allows us to
say, look, the hard working families
who are paying a marriage tax penalty,
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shouldn’t they be moved right to the
front of the line.

Almost everyone jumps up instantly
around here the minute you mention
the marriage tax penalty and say: I am
for getting rid of it. Count me in. I
want to vote right now—except this
tax bill does not do that.

Remember, John Mitchell once said:
Don’t listen to what we say. Just
watch what we do. That might be good
advice for this marriage tax issue as
well. People say: We are going to get
rid of the marriage tax penalty. Not
now we aren’t, not unless we adopt this
amendment offered by Senator CONRAD.

Of course we ought to adopt this
amendment. Of course this is the right
priority. Senator CONRAD is not saying
everyone should not get a tax cut. He
is not saying the top rates should not
get a tax cut. That is not what he is
saying at all. He is saying, the priority
ought to be to provide marriage tax
penalty relief now—not in 2004 or 2005,
not in 2008, but now, for the American
people.

That makes eminent good sense to
me. He is not suggesting that further
rate reductions should not occur at the
top level. He is not suggesting we defer
tax relief for anyone else up or down
the chain. He is simply saying, use, as
a priority, the money that he has in his
amendment to provide marriage tax
penalty relief now.

If everyone in the Senate is true to
the votes they have cast in the last 3 or
4 years on this subject, Senator CON-
RAD will receive 100 votes for this
amendment. If so, I will congratulate
him and say: Well done. I hope when
the vote is cast, we will have people
voting the way they have voted in the
past 3 or 4 years on this issue to say:
Let’s provide marriage tax penalty rate
relief right now.

Mr. CONRAD. I think it is important
to point out the differences between
my amendment and the amendment of
the Senator from Texas. As you know,
in terms of marriage penalty relief,
there are two provisions. One is to dou-
ble the standard deduction for a mar-
ried couple from what is provided sin-
gle taxpayers. The second is to deal
with the fix on the 15-percent bracket
so that we also are providing relief
that way.

The Senator from Texas would start
the standard deduction relief in 2002,
which is more quickly than what is
provided for in the underlying legisla-
tion, but she would then string it out
to 2008. Her amendment does nothing
to speed up the fix on the 15-percent
bracket. There is no improvement
there.

My amendment takes both provisions
that are designed to deal with the mar-
riage penalty and puts them into place
next year and pays for it by deferring
the reductions for the very top brack-
ets, the top 3 percent of earners in the
country. They get their full relief, but
it is delayed so that we can give relief
to 256 million couples—50 million peo-
ple—who are affected by the marriage
penalty.
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Mr. DORGAN. Mr. President, the rea-
son I mentioned that everyone in the
Senate supports this, no one stands up
in the Senate these days and says: 1
think it is perfectly appropriate for us
to have a penalty in the Tax Code for
married couples. I don’t know of any-
one who supports that. The question
remaining for the Senate is, Shall we
fix that now or shall we wait until
later? Senator CONRAD says: Let’s fix it
now. Let’s make adjustments to this
proposal that is on the floor. If we all
agree that the marriage tax penalty
should be fixed, the Senator says, let’s
fix it now rather than much later.

That makes sense to me. I am
pleased he offered the amendment. I
will be pleased to vote for it. I hope
every one of my colleagues will do the
same.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Oklahoma.

Mr. NICKLES. Mr. President, I find it
a little bit interesting. I will be very
brief.

Mrs. HUTCHISON. Mr. President,
parliamentary inquiry: How much time
does my side have remaining?

The PRESIDING OFFICER. Forty-
three minutes, 19 seconds.

Mr. NICKLES. I find it very inter-
esting that a couple of the proponents
on the Democrat side are saying, let’s
repeal the marriage penalty relief,
when they had a chance to do that last
year on July 21 and they voted no. The
Senate passed, by a vote of 60-34, a bill
to eliminate the marriage penalty. We
did basically the proposal that my
friend and colleague, Senator CONRAD,
is promoting. We passed it. Unfortu-
nately, President Clinton vetoed it.

It is interesting to note—and I will
insert in the RECORD the vote on that—
but the Senator from North Dakota
voted no last year on July 21.

Mr. CONRAD. Will the Senator yield?

Mr. NICKLES. I am happy to yield.

Mr. CONRAD. The Senator from
North Dakota voted against that pro-
posal because it didn’t fix the marriage
penalty. We had an alternative pro-
posal that gave couples the choice. The
only way to eliminate the marriage
penalty——

Mr. NICKLES. Mr. President, I have
control of the time. The Senator can
make a point, not a speech.

Mr. CONRAD. If I may conclude, the
only way to eliminate all of the 60
places the Tax Code imposes the mar-
riage penalty is to give couples a
choice. That is what I supported.

Mr. NICKLES. Mr. President, to cor-
rect my colleague, the amendment he
has proposed today doesn’t fix it for
every category. It does what we did
last year, in that we expanded the 15-
percent bracket. We doubled the deduc-
tion.

My point is, there is a real inconsist-
ency between the arguments made on
the floor today and the amendment
they propose on the floor today and the
position they took last year.
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Last year we had a chance to elimi-
nate the marriage penalty and my col-
leagues voted no. Now they are pro-
posing basically the same amendment
we passed and sent to the President.
They are trying to put it on this bill.
They had a chance to pass it last year
and have it become law. That is my
point. I wish they would have had this
position last year.

One other final comment: I wish we
could do more on the marriage penalty
in this bill today. And we could have, if
we had $1.6 trillion to work with. The
same colleagues who say we want to do
more on the marriage penalty were the
same ones saying we want less of a tax
cut. Now they are saying, we want to
get rid of the marriage penalty. But
last year, unfortunately, they voted in
opposition to repeal the marriage pen-
alty.

I ask unanimous consent to print the
material to which I referred.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

ROLLCALL VOTE No. 226, JULY 21, 2000
(H.R. 4810 Conference Report)

YEAS—60
Abraham Feinstein Mack
Allard Fitzgerald McCain
Ashcroft Frist McConnell
Bennett Gorton Murkowski
Biden Gramm Nickles
Bond Grams Roberts
Brownback Grassley Roth
Bunning Gregg Santorum
Burns Hagel Sessions
Byrd Hatch Shelby
Campbell Helms Smith (NH)
Chafee, L. Hutchinson Smith (OR)
Cleland Hutchison Snowe
Cochran Inhofe Specter
Collins Jeffords Stevens
Craig Kohl Thomas
Crapo Kyl Thompson
DeWine Landrieu Thurmond
Domenici Lott Torricelli
Enzi Lugar Warner

NAYS—34
Akaka Feingold Moynihan
Baucus Graham Reed
Bayh Harkin Reid
Bingaman Hollings Robb
Breaux Johnson Rockefeller
Bryan Kennedy Sarbanes
Conrad Lautenberg Schumer
Daschle Leahy Voinovich
Dodd Lgvm Wellstone
Dorgan Lieberman Wyden
Durbin Lincoln
Edwards Mikulski

NOT VOTING—5

Boxer Kerrey Murray
Inouye Kerry

Mr. NICKLES. I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, I will
make some general comments to help
put this debate in context.

First of all, under this bill, who are
the winners and who don’t win quite so
much? Under this bill, the big winners
are married couples with kids. By far,
they receive a greater share of the ben-
efits of this bill, not only absolutely
but proportionately.

Who does not do quite so well? Sin-
gles. Single taxpayers do not do nearly
as well in receiving benefits under this
bill. Who else does not do quite so well
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under this bill? The elderly. The elder-
ly do not do quite as well compared
with married couples under this bill.
Who else? Students. Students do not do
quite so well compared with married
couples under this bill.

In the broad brush of things, the bill
already gives very significant tax re-
lief, in fact, disproportionate tax relief,
to married couples already.

We on the floor can decide to do still
more. But if we do, it is at the expense
of others. The others will necessarily
be those nonmarried. Who are the
nonmarrieds by definition? They are
singles. And some of them are elderly
and some are students. So it will be a
shift away from people already not re-
ceiving nearly as many benefits abso-
lutely and proportionately as married
couples. That is a decision we can
make here. Life is full of decisions. But
that is the effect of what these amend-
ments do.

I mention one group: students. The
amendment offered by the Senator
from Texas will cut education to help
married couples even more. These are
important provisions. Let me mention
what they are: expansion of education
savings accounts, increasing contribu-
tions from $500 to $2,000 and also per-
mitting withdrawal of funds for K-12
expenses; that is, kindergarten through
high school, elementary and secondary
expenses. That would be delayed under
the amendment offered by the Senator
from Texas.

What else? The bill already elimi-
nates the 60-month limit on deduct-
ibility of student loan interest. That is
a big benefit for students. Students
graduate from college, most have stu-
dent loans. I have forgotten the figure.
The average student loan is in the
neighborhood of $15,000. It is not right
that we cut off interest deductibility
on those loans after 60 months. This
bill says, OK, we are going to eliminate
that 60 months. You can deduct the in-
terest on student loans after 60
months. That is in the bill.

The Senator from Texas, in order to
pay for more relief to married couples,
eliminates that 60-month deletion. It is
still current law, up to 60 months.

In addition, the amendment offered
by the Senator from Texas would re-
duce significantly the above-the-line
deduction for college tuition expenses
of up to $3,000 in 2002 and 2003, and
under the bill, above the line. She
would limit it also for 2004 and 2005.

I think for the purposes of the Sen-
ate, it is important to know that the
bill, as I said, doesn’t give a lot of help
to students. It is fair to married cou-
ples already. I don’t think it is a good
idea to take even more away from stu-
dents in education expenses generally
and shift it over to married couples.

I might also add, generally, there
have been comments about this bill.
People take potshots at the provisions
of the bill dealing with solving the
marriage penalty. Let me remind all of
us again that this is the context of
what is going on here, so we don’t get
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wrapped around the axle and forget the
bigger picture.

Currently, more taxpayers today re-
ceive a marriage bonus than are in-
flicted a marriage penalty. Many more
American taxpayers get a benefit under
the tax law on account of being mar-
ried than they receive a penalty on ac-
count of being married. What am I say-
ing? American taxpayers, as couples,
where the income of one spouse is, say,
at least 60 percent of the income of the
other spouse, receive a bonus because
their incomes are combined. That auto-
matically gives them a bonus com-
pared to filing separately.

The couples who receive a penalty
today—not always—tend to be couples
where one spouse earns approximately
the same income, within about 20 or 30
percent.

There is a marriage penalty, no
doubt about it. We should do all we can
to fix it, and we will. We are moving in
that direction. But as we move in that
direction, I remind my colleagues that
we can’t do everything at the same
time. We know that is an impossibility.
We have a limit here of about $1.35 tril-
lion over 11 years. That is a limit. We
would like to repeal the marriage pen-
alty. We would like to give all the
money back to the taxpayers so tax-
payers don’t have to pay income taxes.
We want to have everything.

But life is choices. We in the com-
mittee, working together, have made
choices that are a tradeoff of different
requests by Senators telling us what
they want in this bill. If you put that
together, we have tried to fashion a
marriage penalty provision that is
geared toward middle-income tax-
payers. That is why the provision is
doubling the standard deduction for
married couples and also doubling the
15-percent bracket amount for married
couples. We could have done more. We
could have gone to upper brackets,
more wealthy Americans. We wanted
the distribution to be fairer to low- and
middle-income Americans. That is why
this is in the bill.

I urge Senators to remember we can’t
just take these amendments in isola-
tion. They are in context. They are in
the context of the bill, of larger issues
and of choices we have to make today,
knowing that tomorrow, next month,
in future years, we will make other
choices and we will be able to make up
for what we may not have done today.
We will do what the American people
want on the basis of trying to put these
pieces together in a reasonable man-
ner.

This provision also has been sharply
criticized by Senators who say it takes
effect later, not right away. It has been
ridiculed by those saying: ‘“‘Now you
have it, now you don’t have it”’; it’s a
shell game. Those Senators conven-
iently don’t point out other provisions
in the bill that do take effect right
away, which they support and which
are expensive. They make it more dif-
ficult for everything in this bill.
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One is the creation of a 10-percent
bracket, which is effective retro-
actively, I might add, to January 1 of
this year. That in and of itself costs
about $425 billion. That is not small
change. That is immediate tax relief. A
large percentage of the taxpayers who
are in the 15-percent bracket will get
that benefit. It is effective now and it
helps the distribution for middle and
lower income Americans. It is a very
positive provision, which I know the
Senators who complained about the
delay of the marriage penalty really
like—this 10 percent. They don’t talk
about it. You have to look at the whole
bill and, I might add, too, the distribu-
tional effect of this bill is better sig-
nificantly than the House-passed bill.
It is better significantly than the pro-
posals offered by the President.

I believe when you add it all to-
gether, it is a bill that we can—a lot of
us but not all—support. The marriage
penalty provision is not perfect. I wish
it were made effective earlier. I wish it
could apply to all the marriage penalty
provisions that are currently in the
code, and they number about 65. This
only deals with about 3 or 4 of them.
The EITC provision I know the Senator
from North Dakota likes. That is real-
ly good. But we don’t deal with the
other roughly 58 marriage penalties in
the code, which have a little less effect
because we don’t have the money to
eliminate them. They are a little less
politically demanding than the ones
with which we dealt with in this bill.

I respect my colleagues for their
amendments. I remind them there is
already a disproportionate relief for
married couples in this bill, compared
with singles, elderly, and students. I
don’t know if we want to make that
worse.

The PRESIDING OFFICER. The Sen-
ator from Nevada is recognized.

Mr. REID. Mr. President, for those
who made inquiries to both Cloak-
rooms as to when we are going to vote,
the Senator from Montana, the man-
ager of the bill, spoke on the time al-
lotted. Senator CONRAD has 16 minutes
left on his side and Senator HUTCHISON
has 40 minutes left. If all time is used
without the managers using more time
off the bill, we would vote at approxi-
mately 4:50 or 4:55. Just so people know
that.

The PRESIDING OFFICER. The Sen-
ator from Iowa is recognized.

Mr. GRASSLEY. I yield 20 minutes
to the Senator from New Mexico off the
bill.

The PRESIDING OFFICER. The Sen-
ator from New Mexico is recognized.

Mr. DOMENICI. Mr. President, I
thank Senator GRASSLEY. First, I want
to take a couple of minutes on history.
Some Senators, clearly led by Senator
BYRD, have spoken to the issue of
should we be reducing taxes in a rec-
onciliation bill. I want to remind ev-
eryone that Congress passed, in 1974, a
new law which had to do with the con-
gressional budget process. I want to
quote from it and tell you three histor-
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ical events which would indicate that
we are doing what we have done on a
number of occasions with reference to
the Budget Act and reconciliation in-
structions that apply to taxes.

First of all, 1 week ago today, ex-
actly, this body of Senators adopted a
fiscal year 2002 budget resolution. Now,
as in many things, all Senators didn’t
agree. But that resolution, with an in-
struction to reduce taxes by a total of
$1.25 trillion over 10 years, with $100
billion available for the first 2 years to
be spent by the Committee on Tax Re-
lief has to do with stimulating the
economy for a total of $1.35 trillion
over 11 years. Within 1 week, the Com-
mittee on Finance—again in a bipar-
tisan manner—I might say to the Sen-
ate, you might recall that the budget
resolution, with an instruction on the
taxes, passed the senate with 15 Demo-
crats voting along with all Repub-
licans, except 2. So it was a very bipar-
tisan instruction to reduce taxes.

Within 1 week, the Committee on Fi-
nance has complied with this reconcili-
ation instruction and has presented to
the full Senate a bill that reduces reve-
nues or increases outlays for a total of
$1.347 trillion over the next 11 years.
Remarkably good work. Obviously,
when you set these kinds of annual and
multiyear mandates with reference to
taxes, you can’t do everything you
want, and you can’t do every one as
clean as you would like. But the poli-
cies included in this bill will be dis-
cussed shortly.

Let me first talk about the criticism
we should not be using reconciliation,
that is, the fast-track procedures per-
mitted under law, for tax reductions.

First, I want to read the Budget Act
of 1974:

Inclusion of Reconciliation Directives in
Concurrent Resolutions on the Budget.—A
concurrent resolution on the budget for any
fiscal year, to the extent necessary to effec-
tuate the provisions and requirements of
such resolution shall—(1) specify the total
amount by which revenues are to be changed
and direct that the committees having juris-
diction do determine and recommend
changes—

To accomplish that—

Continuing to read:
and resolutions to accomplish a change of
such amount to comply with the policies of
the resolution.

I note this section of the act says
‘“‘changes.” It does not say that the
only thing reconciliation can be used
for is to raise taxes, nor does it say the
only thing it can be used for is to cut
taxes. It simply says ‘‘effectuate’ the
policies of the underlying resolution.

Over time, yes, we were faced with
deficits and used reconciliation for tax
increase instructions and for spending
cut instructions, but times have
changed, and since fiscal year 1997,
budget resolutions have passed the
Senate that have considered tax rec-
onciliation bills on three separate oc-
casions. One was signed by President
Clinton, one was vetoed by President
Clinton, and one was never presented
to him because he said he would veto
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it. But the Senate and the Congress,
after a conference, actually passed tax
bills that were the result of an instruc-
tion in a budget resolution that such
be done to carry out the policies of the
budget resolution.

There are some who say they wish it
were not so. I do not know if I am pre-
pared to debate that today. All I am
prepared to say is those who criticize it
should know it has its genesis in this
Budget Act which was passed by all
Senators, except one, voting for it
years ago. I have read the operative
language, and I am absolutely com-
fortable with the fact that we have not
in any way exceeded what the Senate
of the United States has heretofore in-
dicated can be done in a budget resolu-
tion regarding reduction of taxes by an
instruction.

In the FY 1997 budget debate, on a
rollcall vote, the Senate established
the precedent for including tax cut rec-
onciliation instructions in a budget
resolution under expedited procedures
of the Budget Act.

That year the Congress presented the
President with a $122.5 billion six-year
tax cut reconciliation bill. The Presi-
dent vetoed that reconciliation bill.

In the FY 1998 budget debate, the
Congress adopted instructions for a tax
cut reconciliation bill for $85 billion
over a 5-year period. The Finance Com-
mittee and the Congress complied with
the instruction. The President signed
that tax cut reconciliation bill.

In the FY 1999 budget debate there
were no reconciliation instructions.

In the FY 2000 budget debate, a 10-
year reconciliation tax cut of $778 bil-
lion was included in the budget resolu-
tion. The Finance Committee and the
Congress once again complied with the
instruction, and the President vetoed
that tax cut reconciliation bill.

Finally in last year’s budget debate
the budget resolution permitted two
separate tax cut reconciliation bills.
The Senate considered and passed the
first tax cut reconciliation bill, but it
was never presented to the President.
The second tax cut reconciliation bill
was never considered.

The bottom line—there is nothing
untoward about a tax cut reconcili-
ation bill. There is nothing unprece-
dented about a tax cut reconciliation
bill. Indeed, I believe the Budget Act is
working as it should—it permits Con-
gress to work its will and to implement
its fiscal policy once it adopts a budget
resolution.

What is unprecedented is a budget
surplus estimate of $5.6 trillion over
the next decade.

Even when with the tax reductions
included in this bill, total taxes will
still grow annually nearly 4.3 percent
over the next decade. Total taxes will
still increase from $2.135 trillion today
to over $3.256 trillion in FY 2011. We
will collect over $26.6 trillion in taxes
these next 10 years even with the tax
cuts included in this reconciliation
bill.

Federal revenues as a percentage of
the size of the economy, will only mod-
estly be reduced from its historic high
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today of 20.7 percent to 19.2 percent in
2011.

Finally, all tax provisions are fully
phased in by 2011. Those who come here
to the floor and suggest somehow the
tax cuts are going to explode over the
next 10 years after 2011, are misleading.

When fully phased in 2011—every-
thing—the tax reductions in 2011 will
be about $185 billion in that year. Num-
ber games can be easily played.

Yes, extending the fully phased in
tax cuts in this bill over the period
2011-2022—20 years from now—could
mean $2 trillion in tax cuts beyond the
$1.350 trillion in this bill. That is not
an explosion, that is simple arithmetic.

I want to quickly go through what is
in this bill as I see it. I compliment the
Republicans and the Democrats who
got it through committee and are in
the Chamber defending it.

First, retroactive to January 1, 2001,
it creates a new 10-percent bracket for
the first $12,000 of adjusted gross in-
come for couples.

It reduces all marginal rates effec-
tive January 2, 2002. The top rate is re-
duced to 36 percent by 2007. For those
who think that is done quickly and
costs an enormous amount in the early
years, it is not so.

It doubles the child tax credit from
$500 to $1,000 over 10 years and makes
the child credit generously refundable.
I repeat, it makes the child credit gen-
erously refundable.

There were many in our respective
States who heard the first tax pro-
posals, and they did not have any
refundability for the tax credit and in-
dicated that for poor States and popu-
lations in poor States, it might be bet-
ter if we had refundability. However
that occurred, I thank the committee
in behalf of my State. It is important
we have that.

We are debating marriage penalty re-
lief, whether we should do more or
change it, but it sets a standard deduc-
tion for couples at two times the single
level. It sets the 15-percent bracket for
couples at two times the single level.

Incidentally, it also increases the
EITC, earned-income tax credit. Some
thought over time that was not a good
approach to tax law, but it has been in-
creased all the way up, in some in-
stances, to as high as $35,000. It in-
cludes, with which everybody should be
pleased, a $33 billion educational tax
relief that is spread throughout this
bill, and it reduces the estate tax over
time, not immediately but it increases
the exemptions rather quickly in incre-
ments of a million dollars, and over a
full 2011 cycle it will eliminate the tax;
it will impose a capital gains tax of
sorts on the beneficiaries of large es-
tates.

I single out Senator KYL of Arizona
for his complete commitment and dedi-
cation to changing this estate tax. I
can see as a member of the committee
where Senator KYL has had a very big
impact on the committee.

The next item is IRA tax relief. Ev-
erybody has become familiar with pen-
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sions and IRAs. It includes a $40 billion
increase in the tax reductions that can
occur by changes in pensions and IRA
relief. It is a pretty good law.

It changes the alternative minimum
exemption by $2,000 single and $4,000
joint. It obviously does not do the en-
tire alternative minimum adjustment
necessary, but it does more than many
people thought because, indeed, it does
not affect any more people and starts
changing a little bit with reference to
the alternative minimum as it applies
to others rather than those who would
have been affected by this legislation.

In essence, it makes the Tax Code
more progressive. That is difficult for
some to believe in a tax package that
also reduces marginal rates from top to
bottom. Every marginal rate will be re-
duced. It makes the Tax Code more
progressive. Wealthy taxpayers will
pay a larger share of the income tax
than they do now.

Whoever wants to argue about
whether the top levels should have had
a marginal rate cut, the entire package
is more progressive, and when you are
finished and add up the income tax, the
higher tax payers will pay a bigger per-
centage now than they were paying be-
fore the marginal rates were reduced.

I close by talking about my State. I
have done my best, with the best peo-
ple I have, to give a rough estimate of
what happens to people in New Mexico
with this bill.

First, every New Mexico taxpayer
gets a tax cut. In our little State,
539,000 families filed returns; 113,000
small businesses; 534,000 children will
be eligible for the child tax credit.
That has been doubled and made re-
fundable over time; 304,000 couples in
New Mexico who file jointly will ben-
efit over time from the marriage pen-
alty relief, and 179,000 families claimed
the earned-income credit. With the ex-
pansion of the family earnings up to
$35,100, they will be able to claim this
credit. It is a major help to the fami-
lies in New Mexico who are not in the
high brackets, and since we have so
many in the middle- and low-income
brackets, this bill, because of the bi-
partisan nature of it, as I see it, has
taken a giant step to be helpful to
them.

I close by saying it was not too long
ago that a new President was sworn in
and went to the White House. He said:
I am going to try to keep my campaign
commitments. One of his commitments
was he was going to reduce taxes. He
was talking about a dollar number of
$1.6 trillion. Some people think that
was over 11 years, some over 10 years.
Some think it was really $1.3 trillion
adjusted for something.

In any event, I say, Mr. President—
not the Presiding Officer, but President
Bush down the road on Pennsylvania
Avenue—when this finally becomes
law, and it will not be too long when
the House and Senate get this bill and
do their final work, you can look at the
American people and say: Here is an-
other commitment made, a commit-
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ment that I achieved. With the help of
Congress, and in this case bipartisan
out of committee, hopefully bipartisan
when we pass it, we have said to the
President: We agree with you. The
commitment to give back some of this
enormous surplus to the American peo-
ple so that it is not on the table to
spend but, rather, it is committed back
to their pockets, to their pocketbooks,
to their checking accounts, that will
have been achieved.

I believe there will be plenty of
money to pay down the debt in about
as rapid a fashion as we can, and I be-
lieve there will be about a $500 billion
to $600 billion contingency fund over
this decade that can still be used in ad-
dition to what we plan for tax cuts and
what we plan for the appropriations
process.

For those who had in mind large new
programs for the Federal Government
and had their eye on this surplus, what
we are saying is we are not going to
wait to deal tax relief at the bottom of
the deck of cards.

We are going to deal, then, right up-
front. We will say to people who pay:
This Government receives more than it
needs; we will give it back to you over
time. That means it won’t be there on
the table, as we look at budgets, to
spend on just anything because we will
have spent it on a very good purpose;
that is, we will have given it back to
the American people to spend, for them
to plan, for them to use.

It is a pretty good conclusion to a
very difficult budget process which
took many hours and a lot of energy.
For this Senator, as chairman, it was
difficult. We had to do some difficult
things that I wouldn’t like to do every
year.

I hope we get bipartisan support for
this use of the surplus. I think it is an
appropriate use. We come back down to
reality, with a big surplus plan ex-
pected. What should we do with it? Let
it sit around to spend on making gov-
ernment bigger or should we first give
some back? We have adopted as a pol-
icy giving back some of it, yet leaving
enough for the realistic approach to
government and growth in government
that might be needed.

I close by saying that the same Presi-
dent who made that proposal has had
the best people in the country work
with our Vice President to produce a
real effort to place before the Amer-
ican people a practical, realistic pro-
posal with reference to our energy fu-
ture—I should not say of America, I
should say to the people of America. A
realistic energy proposal is the next
thing the President has on the table. I
predict to all those who are critical up-
front, realism will set in, in the next
couple of months, and something simi-
lar to what the President asked for in
his realistic energy approach will be on
the floor. Members will be saying: Mr.
President, you made a commitment to
make America energy sufficient with
reference to electricity in the future,
and also sought to conserve and make
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us as independent as possible in the
area of refined products from crude oil.
I believe we will be saying: Congratula-
tions, Mr. President.

The second big commitment accom-
plished. Unless there is a real, realistic,
practical alternative that is not some-
thing like price controls on everything
in the area of gasoline refined products
and the like, which will do nothing but
share the shortages, we will be right
back in the muddle. We will do some-
thing that will do credit to this new
leader and do credit to ourselves as
Americans who have to get something
done.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. CONRAD. Mr. President, I ask
for 4 minutes.

Mr. REID. Senator CONRAD is yielded
4 minutes off the bill.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. CONRAD. Mr. President, in re-
sponse to the Senator from New Mex-
ico, I don’t think the choices he has
presented are the full choices before
the American people and before the
Congress.

The Senator from New Mexico refers
to the choice of either giving the tax
cut back to the American people or the
money being spent here. I don’t think
those are the choices. Those are two of
the choices. There is a third choice.
The third choice is to pay down more
of the people’s debt. When we refer to
the people’s money, that is exactly
right. This is the people’s money. I
think everybody here is acutely aware
of that.

We have, fundamentally, three
choices. One is tax cuts, and certainly
that ought to be part of what we do.
The second choice is spending. I think
most people on both sides of the aisle
say we need to increase spending on
education and national defense. The
third choice is how much do we use to
pay down our debt.

The President says we should only
pay down $3 trillion of the $3.4 trillion
publicly held debt we currently have.
There is another debt that the Presi-
dent is not dealing with and that we
are not dealing with. That is the gross
debt of the United States. That is the
combination of the publicly held debt
and the debt owed to the trust funds of
the United States. The gross debt of
the United States is not going down; it
is going up. As we sit here today facing
a debt of $5.6 trillion, at the end of the
10-year-period the gross debt of the
United States will be $6.7 trillion. We
are not paying off the national debt
around here, not by a long shot. The
national debt is increasing. Interest-
ingly, it is increasing by about the
amount of the tax cut we are pro-
viding.

I yield 4 minutes to the very distin-
guished Senator from New York, Mr.
SCHUMER, who has a great commitment
to the education issues that are in part
addressed by the Senator from Texas.
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Mr. SCHUMER. I thank my colleague
for yielding.

First, I fully support his amendment.
If we are going to expand the marriage
penalty and do it, we are going to have
to take the money from somewhere.
The contrast between the amendment
of the Senator from North Dakota and
the amendment of the Senator from
Texas is the philosophical difference in
this debate.

The bottom line is simple: The
amendment of the Senator from Texas
robs Peter to pay Paul. It says: You
want to expand the marriage penalty?
Don’t make it any easier to help mid-
dle-class people send their kid to col-
lege. Do the American people want us
to make that choice?

I later will have an amendment to in-
crease the deductibility of tuition.
There has been a good start in the bill
from my colleague and friend from New
Jersey. We will seek to expand it. It
has been a passion of mine for 2 years
to get this done. As I go around my
State and around our country, I find
person after person saying: we can’t af-
ford to send our kid to college, or,
more likely, we are sending him to a
junior college rather than the college
he or she deserves because tuition is so
expensive. I will talk more about that
later.

Make no mistake about it, the
amendment of the Senator from Texas
makes it far harder for people to send
their kids to college. In fact, after she
gets done with it, because she takes
the money out of the education portion
of this bill, the tuition deductibility
level is only $1,500. With all due re-
spect, that is not worth the paper on
which it is written. Already in the law
is a tax credit, the lifetime learning
credit that adds a $2,000 tax credit by
2003. There is not a single person in
this country who prefers a $1,500 deduc-
tion to a $2,000 credit. There is nothing
left. In effect, the Senator from Texas
eviscerates tuition deductibility. We
all know how important and how vital
it is to the future of this country.

Why, when the top 1 percent are get-
ting 33 percent of the benefits, does the
Senator from Texas want to expand the
marriage penalty? Why doesn’t she
touch that, instead of taking the small
amount we have in this bill to help the
middle class pay tuition? That is an ex-
ample, in my judgment, of what is
wrong with the thinking of some in
this body: First, give the rich their cut,
and then let the middle class fight over
the crumbs. It should be the opposite.
Someone making $50,000 or $60,000 is in
far more need of help than someone
making $350,000 or $3.5 million. I don’t
believe in class warfare. To be people
who make a lot of money, God bless
them. But when you have a limited pie
and you say you want to expand the
marriage deduction, help remove the
marriage penalty, why in God’s name
do you take it from one of the few
things that benefits the middle class in
this bill?

The President gets up and talks
about the family making $50,000. I
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would bet my bottom dollar, if you
asked the family making $50,000 if they
would prefer a small rate decrease or
would they prefer to make the tuition
deductible, 90 percent of them would
choose the latter.

What is going on in this bill? We are
talking about the middle class but then
we are not helping them. The amend-
ment of the Senator from Texas is in-
dicative of that malady which tran-
scends this whole debate.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. CONRAD. I yield 5 minutes to
the Senator from New Jersey. The Sen-
ator from New Jersey has been very ac-
tive on these education issues. I think
he has been critically interested in pro-
viding incentives for parents paying for
college. I yield 5 minutes to him.

The PRESIDING OFFICER. The Sen-
ator from New Jersey is recognized for
5 minutes.

Mr. TORRICELLI. Mr. President, I
thank the Senator for his kind remarks
and join Senator SCHUMER in what is
an important moment in this debate.
Indeed, I believe this moment defines
whether or not there is a chance for
this tax legislation to genuinely be bi-
partisan.

In the Finance Committee, Demo-
crats joined with Republicans to at-
tempt to moderate the tax reduction,
to assure it was affordable, would pro-
tect the surplus, but would also make a
difference, having revenue for prescrip-
tion drugs and education.

Within the committee a balance was
achieved that, while rates were being
reduced for taxpayers, there were other
objectives also being met. The amend-
ment offered by Senator HUTCHISON is a
threat to that balance. It raises the
question about whether or not bipar-
tisan tax reduction can survive in the
Senate. Like Senator HUTCHISON, I
would like to see the marriage penalty
eliminated. Indeed, in a variety of
ways, through considerable means,
over a period of a decade this legisla-
tion deals with the marriage penalty.
It simply was not possible to eliminate
the marriage penalty immediately any
more than it was possible to lower
rates immediately or deal with the in-
heritance tax immediately. This is a
decade-long process of reducing the tax
burdens on Americans.

We do that to married couples as we
have done it in other means. But part
of this plan was that, as we reduced
taxation on many Americans, we would
look specifically at the issue of edu-
cation. There isn’t a Member of this
Senate who has not come to this floor
and argued that the future of the Na-
tion depends upon our investment in
education, the quality of education.
The simple truth is, a college edu-
cation for middle-income Americans is
increasingly out of reach. The average
student graduating from an American
university owes $20,000 on the day he or
she graduates. It is affecting the qual-
ity of their lives, their career choices.
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Middle-income parents, wanting to do
the best for their children, are taking
second mortgages on their homes, post-
poning retirement, putting themselves
into financial jeopardy, anything to
get their child a college education.

Among the many balances in this bill
is a provision upon which I insisted in
the committee, a fight Senator SCHU-
MER has led for several years on the
floor, the deductibility of college tui-
tion from income taxes. Under this leg-
islation, it will rise to $5,000 during the
decade. For many students, that makes
all the difference. We will eliminate
the marriage penalty, but we can both
eliminate the marriage penalty and get
deductibility of college tuition under
this plan.

Finally, there is the question of edu-
cation savings accounts. Ever since I
came to the Senate, for many years,
with Senator Coverdell, I led the fight
for education savings accounts. More
than two-thirds of this Senate has
voted for education savings accounts to
allow parents to put aside their own
money for their own child for public or
private education. In large measure,
through the amendment of Senator
HuTcHISON—well intentioned though it
may be—we lose the sum and substance
of education savings accounts by the
reductions of the amounts available. I
hope not only these education provi-
sions can be retained but the bipar-
tisan nature of the bill can be retained.

I yield the floor.

The PRESIDING OFFICER. The time
of the Senator has expired.

The Senator from Kansas.

Mr. BROWNBACK. Mr. President, I
ask to speak on the bill for 15 minutes,
off the time of the Senator from Texas.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BROWNBACK. Mr. President, I
rise in strong support of the Baucus-
Grassley tax bill. I say to my col-
leagues from Iowa and Montana, thank
you for bringing the bill here on the
floor. This is a great day. This is a
great debate. I appreciate what you are
doing putting this forward.

I also want to say thanks for includ-
ing a great number of provisions that
work on the marriage penalty. We have
been pushing for several years now to
get rid of this ridiculous marriage pen-
alty, the tax you pay for the privilege
of being married. Marriage Penalty tax
relief has been a long time coming, and
with this bill, we can actually do some-
thing about it.

I am delighted to hear as well from
my colleague from Iowa that last night
they added an additional year in which
the marriage penalty relief would be in
effect. That is a very positive step. It is
a good thing.

What we are seeking to do with this
amendment, and I join my colleague
from Texas, Senator HUTCHISON from
Texas, in this amendment, is to speed
up that marriage penalty relief, mak-
ing it fuller because the marriage pen-
alty is at several places within the Tax
Code. It still remains, even after this
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bill. We need to take care of those
places, and this amendment is a posi-
tive step toward this.

Tax relief is long overdue for the
American taxpayer. We are at record
high levels of tax collection during one
of the longest eras of peace ever known
in America. Does that make sense? It
is unreasonable for the Federal Govern-
ment to continue collecting taxes from
hard-working Americans at a rate that
rivals wartime rates of tax collection.
Americans deserve relief.

However, I think some of the tax re-
lief in this proposal is delayed too long,
specifically that of the marriage pen-
alty tax relief. Almost half of Amer-
ica’s working families experience the
ill-effects of the marriage penalty tax.
In my State alone, 260,000 married cou-
ples experience this penalty. To put the
burden of the marriage penalty tax in
some perspective, every one of us
knows somebody who is being forced to
pay, on average—this is on average—
about an additional $1,500 of taxes
every year simply for being married.

Requiring Americans to pay more in
taxes for being married defies common
sense. Families are the bedrock of a
Civil society. Between carpools to soc-
cer games and putting food on the
table, American families do not need
this added tax burden.

Marriage tax penalty relief needs to
be one of the first priorities in this bill.
Making Americans wait until the year
2005 to receive a break from this oner-
ous burden of the marriage penalty is
unnecessary. We clearly have the re-
sources to provide the American people
with much needed marriage penalty re-
lief sooner rather than later.

At a minimum, we should eliminate
the marriage penalty in the standard
deduction sooner rather than later. I
believe with some adjustments in the
tax bill we can provide marriage pen-
alty relief next year rather than mak-
ing America’s families wait until 2005
for the Federal Government to recog-
nize the negative effects of the tax we
place on the institution of marriage
and the people who are married. Amer-
ica’s families deserve a break from the
marriage penalty.

Alleviation of the marriage penalty
tax will allow married couples greater
freedom to raise the quality of life for
their families. Freedom will mean dif-
ferent things for different couples, of
course. For some it may mean the abil-
ity to make a downpayment on a home.
For others it may mean an investment
in their children’s education. The op-
tions are as numerous as the people of
our great Nation. Married Americans
deserve to be free from this unjust pen-
alty.

Make no mistake about it, however,
those who will benefit the most from
the correction of the marriage penalty
are children. Study after study has
shown that children do best when they
grow up in a stable home, raised by two
parents who are committed to each
other through marriage. Newlyweds
face enough challenges without paying
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punitive damages in the form of a mar-
riage tax. The last thing the Federal
Government should do is penalize the
institution that is the clear bedrock of
a civil society.

The amendment I am cosponsing
along with my good friend, colleague,
and fellow warrior of the past 5 years,
Senator HUTCHISON of Texas would
eliminate the marriage penalty in the
standard deduction effective in the
year 2002, rather than later in 2006 and
would be offset by small modifications
in other areas of the bill.

I am hopeful that this amendment
will receive the full support of the Sen-
ate and be included in the conference
report that we will hopefully send to
the President before the Memorial Day
Recess.

Our amendment recognizes the need
to provide American families with re-
lief from the marriage penalty and the
need to do it now, rather than 5 years
from now. For our children, for strong
marriages, for almost half of America’s
working families, I urge my colleagues
to support this important provision.

I understand, along with everybody
else, the number of tradeoffs involved
to get this done. I think that if we were
to ask the American public to
prioritize the tax cuts and the tax re-
lief we are putting forward, they would
clearly say, we need tax relief to stim-
ulate the economy, and we need tax
fairness, particularly in the area of the
marriage penalty tax.

I point out to my colleagues a num-
ber of surveys that have been done
showing that 70 percent of the Amer-
ican public support eliminating the
marriage penalty tax. They are aware
of this tax. I now have people who
come up to me and tell me, for exam-
ple: My marriage penalty this year was
$1,478—that their accountants cal-
culate their marriage penalty they are
going to be paying on a yearly basis.
People are aware of it. They know it is
there. They know it is not fair.

We have been telling them for years
we are going to do away with it, that
we are going to get it out of there. I
think the Finance Committee has done
a good job on starting to address this,
but it is phased in awfully late.

This amendment, I think, does some-
thing the American public would wide-
ly support. In looking at the tax cuts,
they would say this should be one of
the top ones that we need for fairness
and for the future of a civil society.

So I urge my colleagues to support
the Hutchison amendment when the
vote comes up in this Chamber.

With that, Mr. President, I yield the
floor and yield back the time to Sen-
ator HUTCHISON that may be remaining
on the 15 minutes.

The PRESIDING OFFICER. Who
yields time?

Mr. BAUCUS. Mr. President, maybe
we are ready to vote. Have the Sen-
ators used their time?

Mrs. HUTCHISON
Chair.

addressed the
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The PRESIDING OFFICER. The Sen-
ator from Texas.

Mrs. HUTCHISON. Mr. President, I
will be brief and close on my amend-
ment, after which I understand we can
go ahead and have the vote.

I understand what the committee
did. I understand how the committee
had to accommodate so many inter-
ests. I do not eliminate the deductions
for the education expenses; I just draw
them out over a longer period.

I had to find someplace to offset the
cost of moving the marriage penalty to
the top. Phasing in the deductions for
the education expenses was the only
thing I could find that would be a via-
ble alternative. Because I think the tax
rate cuts are so important, I did not
want to upset that balance. That is
why I cannot support Senator CONRAD’S
amendment. But I certainly intend to
try to continue to look for offsets.

Frankly, I am going to offer it with-
out offsets if this is not adopted be-
cause I think moving the marriage pen-
alty up is every bit as important as
rate reduction and death tax relief and
doubling the child tax credit.

We are trying to give relief to Amer-
ican families. How much more do we
need to be told than that the census
shows us that 77 percent more people
are living together unmarried than
there were 10 years ago? I think we
should value marriage, and I think we
should encourage it. I certainly do not
think we should have policies that dis-
courage it. So I am going to do every-
thing I can to move it up and make it
the top priority that I think it is. That
is what my amendment does.

I ask the support of my colleagues. I
think this is a warranted priority:
Eliminating the marriage penalty in
this country. It is essential that we do
S0.
Thank you, Mr. President. I yield the
floor.

Mr. CONRAD. Does the Senator yield
back her time?

Mrs. HUTCHISON. Mr. President, I
yield back my time.

Mr. GRASSLEY. Which is the first
amendment we vote on, Mr. President?

The PRESIDING OFFICER. The Sen-
ator from North Dakota still has 7
minutes.

Mr. CONRAD. I will try to take the
same amount of time the Senator from
Texas just took to conclude. If the Pre-
siding Officer could inform me when I
have used the same amount of time
that the Senator from Texas just used
so it is fair, I will yield back the re-
mainder of my time.

The PRESIDING OFFICER. The Sen-
ator will have 3 minutes.

Mr. CONRAD. I thank the Presiding
Officer, and I thank my colleague from
Texas, who is a respected colleague.

Let me just say we agree that the
marriage penalty relief ought to be
moved up. We strongly agree on that
proposition. Mine does it faster than
the offering of the Senator from Texas.
Mine deals with both elements of mar-
riage penalty relief that are in the bill,
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both the standard deduction—doubling
it for couples over what is provided a
single individual—and also providing a
fix on the 15-percent bracket.

The Senator from Texas starts hers
earlier than the underlying bill but
does not complete the phase-in until
the year 2008 on the standard deduc-
tion. And she does not speed up the fix
on the 15-percent bracket at all over
what is in the current bill. My amend-
ment would provide that relief next
year as well.

In addition, we have a different way
of paying for it. I ask those in the very
top rates—the 3 percent who are in the
top two rates—to defer so that we can
give this relief immediately.

That seems to me to be a fair way to
proceed. It seems to me to be the pri-
ority of the American people. We have
50 million people who are affected by
the marriage penalty. Under the cur-
rent bill, nothing is done, nothing for 4
years. Then it is phased in, and it is
not completed until 2008.

My amendment says, if we say it is a
priority, let’s make it a priority. Let’s
put in place marriage penalty relief
next year. Let’s do the job.

I hope very much my colleagues will
give close consideration. We do not
change where the rates ultimately
wind up. We do delay the reduction for
the top rates, the two top rates that af-
fect only 3 percent of America’s tax-
payers, so that we can give 50 million
people relief from the marriage penalty
now, something I think every Senator
in this Chamber has spoken for at one
time or another.

Mr. President, how much time do I
have remaining?

The PRESIDING OFFICER. Thirty
seconds.

Mr. CONRAD. Mr. President, I am
happy to yield back that time.

Mr. President, I ask unanimous con-
sent that Senator KENNEDY be added as
an original cosponsor of the amend-
ment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. CONRAD. Mr. President, I ask
for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The question is on agreeing to the
Conrad amendment No. 654.

The clerk will call the roll.

The result was announced—yeas 44,
nays 56, as follows:

[Rollcall Vote No. 112 Leg.]

YEAS—44
Akaka Dorgan Levin
Bayh Durbin Lieberman
Biden Edwards McCain
Bingaman Feingold Mikulski
Boxer Feinstein Murray
Byrd Graham Nelson (FL)
Cantwell Harkin Reed
Carnahan Hollings Reid
Chgfee Inouye Rockefeller
Clinton Johnson Sarbanes
Conrad Kennedy
Corzine Kerry Schumer
Daschle Kohl Stabenow
Dayton Landrieu Wellstone
Dodd Leahy Wyden
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NAYS—56

Allard Enzi Murkowski
Allen Fitzgerald Nelson (NE)
Baucus Frist Nickles
Bennett Gramm Roberts
Bond Grassley Santorum
Breaux Gregg Sessions
Browpback Hagel Shelby
Bunning Hatch Smith (NH)
Burns Helms ;
Campbell Hutchinson :gg;]:} (OR)
Carper Hutchison Spect
Cleland Inhofe pecter
Cochran Jeffords Stevens
Collins Kyl Thomas
Craig Lincoln Thompson
Crapo Lott Thurmond
DeWine Lugar Torricelli
Domenici McConnell Voinovich
Ensign Miller Warner

The amendment (No. 654) was re-
jected.

Mr. GRASSLEY. I move to recon-
sider the vote.

Mr. BROWNBACK. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

VOTE ON AMENDMENT NO. 659

The PRESIDING OFFICER (Mr.
SMITH of Oregon). Under the previous
order, the question is on agreeing to
amendment No. 659.

Mr. BREAUX. I ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The clerk will call the roll.

The assistant legislative clerk called
the roll.

The result was announced—yeas 27,
nays 73, as follows:

[Rollcall Vote No. 113 Leg.]

YEAS—27
Allard Enzi Kyl
Bennett Fitzgerald Landrieu
Brownback Frist Murkowski
Bunning Gramm Roberts
Burns Hatch Santorum
Campbell Helms Shelby
Carnahan Hutchinson Smith (NH)
Cochran Hutchison Thomas
Domenici Inhofe Thurmond

NAYS—T73
Akaka Durbin Mikulski
Allen Edwards Miller
Baucus Ensign Murray
Bayh Feingold Nelson (FL)
Biden Feinstein Nelson (NE)
Bingaman Graham Nickles
Bond Grassley Reed
Boxer Gregg Reid
Breaux Hagel} Rockefeller
Byrd Harkin
Cantwell Hollings Sarbanes
Carper Inouye Schulmer
Chafee Jeffords Sessions
Cleland Johnson Smith (OR)
Clinton Kennedy Snowe
Collins Kerry Specter
Conrad Kohl Stabenow
Corzine Leahy Stevens
Craig Levin Thompson
Crapo Lieberman Torricelli
Daschle Lincoln Voinovich
Dayton Lott Warner
DeWine Lugar Wellstone
Dodd McCain Wyden
Dorgan McConnell

The amendment (No. 659) was re-

jected.

Mr. GRASSLEY. I move to recon-
sider the vote and I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. BYRD. Mr. President, I am deep-
ly concerned with that anomaly in the
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tax code known as the ‘‘marriage pen-
alty.”

However, I opposed the Hutchison
amendment No. 659 because it would
accelerate the marriage penalty relief
in this bill at the expense of those edu-
cation provisions that would benefit
students who borrow money to attend
college. In particular, the Hutchison
amendment would eliminate the provi-
sion that would allow student loan in-
terest to be deductible 60 months after
graduation.

While I support marriage penalty re-
lief, I do not believe that it should be
provided at the expense of these edu-
cation tax benefits.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. BAUCUS. Mr. President, I ask
unanimous consent the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The PRESIDING OFFICER. The Sen-
ator from Nevada.

Mr. REID. On behalf of Senator BAU-
cUs, I ask unanimous consent that the
time go now to Senator SCHUMER. His
time will begin charging against his
amendment, which he will offer before
he completes the hour.

The PRESIDING OFFICER. Is there
objection?

The Chair hears none, and it is so or-
dered.

The Senator from New York is recog-
nized.

AMENDMENT NO. 669

Mr. SCHUMER. Mr. President, how

much time do I have?

The PRESIDING OFFICER. One
hour.
Mr. SCHUMER. One hour. Thank

you, Mr. President.

Mr. President, first, I ask unanimous
consent that the following Senators be
added as cosponsors: Senators LIEBER-
MAN, BIDEN, BAYH, and CLINTON.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. SCHUMER. I thank the Chair.

The amendment I am about to offer
is one of the most significant that we
can debate in this tax bill. As you
know, Mr. President, since I have come
here, I have felt it extremely impor-
tant that we help middle-class people
with the biggest financial nut they
face, barring ill-health in their fami-
lies, and that is paying tuition. The
cost of tuition has skyrocketed. Fam-
ily income has not kept up. Often in
our tax proposals we help the very poor
with their college tuition, as we
should. And the wealthy do not need
much help in terms of paying tuition.
If you are making a half million dol-
lars, you can afford that $10,000, $20,000,
$30,000. But if you are solidly into the
middle class, if you are make $40,000 or
$50,000 or $60,000 or $70,000, that tuition
bill is almost impossible to pay.
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As a result, three things happen:
First, all families struggle. Second,
many students do not go to the college
that their records would allow them to
extend. Some do not go to college at all
simply because financially it is so ex-
pensive. The number of New Yorkers
who have told me that they are going
to junior college because they can af-
ford it, as opposed to a 4-year school in
a specialty they very much want to
achieve, is enormous. And, third, what
happens is that America is greatly de-
prived of our greatest resource: the
minds of our young people.

So it has been my contention, along
with many of my colleagues, including
the Presiding Officer, the Senator from
Maine, the Senator from Illinois, and
the Senator from Georgia—the Senator
from Delaware has been our leader in
this—that college tuition, or a large
chunk of it, if not all of it, should be
made tax deductible; that if a family is
making a sacrifice to send their child
to school, then Uncle Sam ought not to
take a cut; that it is every bit as im-
portant for Government to encourage
that activity through a deduction as it
is owning a home or other activities for
which we give deductions.

For 2% years we have been pushing
this. Now the opportunity is nigh to
make it happen.

I thank my colleague from New Jer-
sey, Senator TORRICELLI. He and I have
talked about this issue at length. He
has been able to get a first start into
the bill of up to $5,000. That $5,000, yes,
is a start. It does not meet the bills of
most people, but it is a good start. I am
appreciative of his efforts and of him
joining the crusade in which many of
us have been involved. But it simply is
not enough.

So what we propose today is to make
$12,000 deductible for each person—for a
single person $65,000, for a couple
$130,000. It goes well up into the middle
class. The very people who come to us
and say the Government never gives
them a break, the Government never
cares about what they need, are now
going to get the best thing they could
imagine.

We have not touched the rate cut in
our offset because I know so many feel
strongly about it. But my guess is, if
you ask the average family in America
making $50,000, $60,000, $70,000, would
they rather have the rate cut of a few
percent or would they want to make
college tuition tax deductible, 90 per-
cent would say the latter. So the time
is nigh to do this.

This chart shows it all. Since 1980,
college tuition has gone up over 300
percent in its cost. Health care, which
is always used as the area where prices
have gone up so much, has only gone
up a little more than 250 percent. Of
course the Consumer Price Index lags
way behind.

So this vote presents us with the op-
portunity. This bipartisan idea, which I
hope will stay a bipartisan amend-
ment—because this issue should not be
a party issue; this issue should not deal

S5059

with how much of a tax cut, but simply
is, should we give it to the middle class
in the place where they need it most—
is on the table.

I know there are a lot of consider-
ations, but very simply this is vital to
families. It is also vital to America.
The bottom line is simple: That is, here
in America we need to educate our peo-
ple as best we can. If we continue to
have young person after young person
not go to college or not go to the col-
lege that they desire, we will be hurt-
ing our opportunity to stay the leading
country in the world because our edu-
cation system is more important than
just about anything else that we can do
in this country.

So, Mr. President, I will have a lot
more to say, but I know there are some
of my colleagues who wish to speak.

I would like, if no one on the other
side wishes time on this amendment, to
yield 4 minutes to the Senator from In-
diana, who has been a sponsor for a
very long period of time and has
worked diligently on this effort.

The PRESIDING OFFICER. The Sen-
ator from Indiana.

Mr. BAYH. Mr. President, I salute
our colleague, Senator SCHUMER from
New York, for his tenacious support of
this very worthy endeavor. I say to the
Senator, I would particularly like to
congratulate you for the bipartisan na-
ture of the support you have gathered
for this very worthy undertaking.

With Senator SMITH, Senator SNOWE,
and others on the other side of the
aisle, it is a cause that every Amer-
ican, regardless of party, can support.

I rise in support of the Schumer
amendment because it is good for the
taxpayers of America, it is good for the
children of America and their edu-
cation, it is good for America’s econ-
omy, and it is true to our values.

It is good for the taxpayers of Amer-
ica because, in my State and in yours
and others, one of the most pressing
needs that American families face,
after paying the mortgage and saving
for retirement, is putting money away
for the cost of a college education. The
cost of that education has been rising
faster than the rate of inflation now
for many years, far outstripping the
ability of many Americans, particu-
larly those in the middle class, to af-
ford it. So this tax cut will be good for
American taxpayers and families be-
cause it helps them in a very signifi-
cant way—$12,000 when fully phased
in—in alleviating the tax burden each
and every year.

It is good for America’s students be-
cause a college education today is no
longer a luxury. It is a necessity to
have many of the good paying jobs in
areas involving information tech-
nology, communication technology,
biotechnology, and the other rapidly
growing parts of our economy. Those
with a college degree earn substan-
tially more than those without.

This is good for America’s children
and America’s students. It is also im-
portant for the long-term health of our
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economy. America’s competitive ad-
vantage lies in those areas that require
greater degrees of knowledge, exper-
tise, and learning. So as we enable our
children to do better, we also empower
our economy to do better.

Finally, this effort, thanks to Sen-
ator SCHUMER, is true to America’s val-
ues. We are saying to the families of
New York and Indiana and Oregon, and
the other 47 States, that if your chil-
dren work hard, if they dream the
dream of a college education, we will
stand by them. If you want to work
hard and be self-sufficient, get a good
job, we will help to make that dream
become a reality. There is no more im-
portant American value than that.

In conclusion, I again salute my col-
league, Senator SCHUMER. This tax cut
is good for taxpayers. It is good for our
children and their education. It is good
for America’s economy, and it is true
to our values.

I ask my colleagues to support this
very worthy endeavor. I yield the re-
mainder of my time back to my col-
league and friend, the Senator from
New York.

The PRESIDING OFFICER. Who
yields time to the Senator from Illi-
nois? The Senator from Illinois seeks
recognition.

Mr. SCHUMER. Mr. President, on be-
half of the Senator from Montana, I
yield 5 minutes to the Senator from Il-
linois.

The PRESIDING OFFICER. The Sen-
ator from Illinois.

Mr. DURBIN. Mr. President, I sup-
ported this effort from the beginning. I
believe that when you ask American
families about tax cuts, their highest
single priority is this amendment.

This is a rather substantial proposal
in reference to cutting the taxes of
America’s families. I am sure there are
some very important and popular pro-
visions in here, but when we literally
ask families, if we could do one thing
in the Tax Code to help you and your
family in the future, what would it be,
it is this amendment, this amendment
which would allow families to deduct
the expenses of a college education.

We all know the problem. Some of
the brightest young people in America
either have to delay their education or
change their plans because they lit-
erally cannot afford the cost of higher
education or they find themselves in a
position where they graduate from col-
lege with an extraordinarily high debt.
With that student loan debt, a lot of
choices in life are already made for
them. They may not be able to become
a teacher, which could have been their
life’s dream, because instead they have
to make more money to pay off the col-
lege loan. They may not be able to be-
come a nurse or a doctor, or whatever,
because of the expense of education.

What the bipartisan Schumer amend-
ment does, which I am happy to sup-
port, is address this problem and give
to American families the ability to
deal with the cost of higher education.

Ask yourself: How important would
it be? When a young child is born into
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a family, a new baby, it is usually kind
of a rite of passage that you say to the
new parent: How is mom? How is the
baby? Is the baby sleeping at night?
Have you thought about the cost of
college education? Those are natural
questions because people seem to
think, as they should, this is a major
obstacle to the success of my child. I
better be thinking ahead. Is it reason-
able to ask that question?

Let me give an example in my State
of Illinois. In a 20-year period, the
rough period between the birth of a
child and their heading to college, in
Illinois, between 1980 and the year 2000,
the average tuition and fees at college
went up 395 percent at public univer-
sities, 344 percent at private 4-year in-
stitutions, and 236 percent at commu-
nity colleges. So asking the new par-
ents about how they are going to pay
for their kid’s college education is not
an unreasonable question. It is going to
be substantial. If they want their kids
to have a chance, they ought to think
ahead.

The Schumer amendment thinks
ahead. It says: We are going to give
you the opportunity to deduct up to
$12,000 of the cost of a college edu-
cation. It also provides a tax credit, I
believe, for the payment of interest on
student loans, so if you have a loan and
you are paying on it, you can deduct up
to $1,000, which doubles the amount in
the bill.

What the Senator’s amendment does
is help families realize the American
dream. Could there be a better invest-
ment for the 21st century than to help
families pay for the cost of college edu-
cation? We know that kids who get a
college education are going to make
more money in life, probably realize
their dreams. We have census statistics
that suggest that the value of a college
diploma means a 76-percent increase
over a high school diploma in the
amount of money one is likely to earn.
So a young child who is thinking about
where they want to go with their fu-
ture understands it is important to go
to college; it is expensive to go to col-
lege; but it creates great opportunities
as well.

We have done a lot at the Federal
level over the last several years to pro-
vide a helping hand. We passed a pro-
posal of President Clinton’s which was
enacted as part of the Taxpayer Relief
Act of 1997 to establish HOPE scholar-
ships, lifetime learning tax credits, and
these help to pay, but the Schumer
amendment goes to the heart of it. It
says: You get to make the choice where
your son or daughter goes to college,
working with them, the best school
they can get into, and we will help you
pay by making the tuition tax deduct-
ible.

It is targeted to working families. It
starts to phase out for joint filers with
a taxable income of over $105,000. I
don’t think that is an unreasonable
level to be speaking of because if you
had, for example, two public school-
teachers in the city of Chicago or in
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the State of Illinois, their combined in-
come as mother and father might be in
that range of $105,000. They are not
wealthy people. If their son or daugh-
ter is going to a university that costs
$20- or $25,000 a year, it is a great sac-
rifice on them and certainly on the
children, once they have graduated.
The value of this deduction, which can
be up to $3,360, depending on the tax-
payer’s tax bracket, is significant and
meaningful. This is available to tax-
payers, their spouses, and their depend-
ents.

I am going to yield back my time by
urging my colleagues on the Repub-
lican side of the aisle to join us, as
some already have, to show good,
strong, bipartisan support. And if they
value, as we do, education in America,
if they value the needs of American
families to pursue that education, sup-
porting the Schumer amendment is a
good vote.

Mr. SCHUMER. Mr. President, I ask
unanimous consent to add Senators
TORRICELLI and STABENOW as coOSpon-
sors of my amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. SCHUMER. I yield 5 minutes to
the Senator from Michigan.

The PRESIDING OFFICER. The Sen-
ator from Michigan is recognized.

Ms. STABENOW. Mr. President, I
thank my colleague from New York on
behalf of the families of Michigan for
his leadership on this critical issue.
This amendment goes to the heart of
what is driving the economy and what
is good for our families.

On the one hand, as a member of the
Senate Budget Committee, I had the
opportunity in numerous hearings to
hear over and over again from Chair-
man Greenspan and our own Congres-
sional Budget Office that what is driv-
ing this economy is increased labor
productivity. Increased labor produc-
tivity is a combination of new innova-
tions and technology and a skilled
workforce that can work in this new
economy, a skilled workforce that al-
lows the productivity to increase in
our economy.

Everyone has told us that to keep the
economy going, to keep our jobs, to
keep the improvements in the quality
of life we have seen in recent years, we
have to maintain this increased labor
productivity. That means education.
That is why this is such an important
amendment.

I also speak as a parent. I have a son
who recently graduated from college,
and I am sure I own one of the build-
ings at that university. I have a daugh-
ter in college now. I can speak as a par-
ent, as one who understands the cost
we go through —we want our children
to have the very best—and the chal-
lenges that face parents as we look at
making sure our children are able to
have the very best higher education.

This particular amendment, by al-
lowing up to $12,000 in deductibility of
college tuition, is very important to
allow families to give their children
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the American dream that we all have
for our children.

We know that in today’s world you
have to go beyond high school to some
kind of higher education if you are
going to be successful. We also know
that we will continue to learn through-
out our lives and that part of what we
are doing is encouraging young people
to learn to love to learn, so that they
can continue beyond not only 4 years
but possibly at some other point com-
ing back in life.

We have older workers who are now
coming back and changing careers, de-
veloping new skills, and going into new
parts of the economy. The question of
access to higher education is important
to all of our families, and it is particu-
larly important to where we are as a
country and how we need to move in
terms of the challenges in a new world
economy.

I hope we will have the opportunity
to give every child who is starting kin-
dergarten, every child in preschool,
every child going into high school the
ability to work hard and make the
grades, and that we are going to make
sure they have the opportunity to go
on to college to be the best they can
be. This amendment gives the tools to
parents to help make that happen. It is
important, it is long overdue, and I
urge my colleagues to support the
Schumer amendment. I am extremely
pleased to be a cosponsor.

I yield back my time, Mr. President.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, how
much time does the Senator from Illi-
nois want?

Mr. FITZGERALD. I thank my friend
and colleague.

Mr. President, I have an amend-
ment——
Mr. SCHUMER. Will the Senator

from Illinois yield?
Mr. FITZGERALD. Yes.
AMENDMENT NO. 669

Mr. SCHUMER. Mr. President, I ask
that our amendment, which was de-
bated, be reported before the Senator
puts his amendment forward.

The PRESIDING OFFICER (Mr. SES-
SIONS). The clerk will report the
amendment.

The assistant legislative clerk read
as follows:

The Senator from New York [Mr. SCHU-
MER], for himself and Mr. BIDEN, Mr. BAYH,
Mr. LIEBERMAN, Mr. DURBIN, Mr. TORRICELLI,
Mrs. CLINTON, Mr. DASCHLE, and Ms. STABE-
NOW, proposes an amendment numbered 669.

Mr. SCHUMER. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To increase the deduction for high-

er education expenses for certain taxpayers

and to increase the tax credit for student
loan interest)

On page 54, between lines 4 and 5, insert
the following:
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““(C) 2006 THROUGH 2011.—

‘(i) IN GENERAL.—In the case of a taxable
year beginning in 2006, 2007, 2008, 2009, 2010,
or 2011, the applicable dollar amount shall be
equal to the applicable dollar amount deter-
mined in the table contained in clause (ii),
reduced (but not below zero) by the amount
determined under clause (iii).

¢‘(i1) APPLICABLE DOLLAR AMOUNT.—

“Taxable year begin- Applicable
ning in: dollar amount:
2006 ..eeuieeiiie et $10,000
2007 .. 10,000
2008 .... 12,000
2009 .... 12,000
2010 .. 12,000
2011 12,000.

‘(iii) AMOUNT OF REDUCTION.—The amount
determined under this clause for any taxable
year is the amount which bears the same
ratio to the applicable dollar amount deter-
mined in the table contained in clause (ii)
for such taxable year as—

‘“(I) the excess of—

‘‘(aa) the taxpayer’s adjusted gross income
for such taxable year, over

““(bb) $65,000 ($90,000 in the case of return
filed by a head of household (as defined in
section 2(b)), and $130,000 in the case of a
joint return), bears to

““(IT) $10,000 ($20,000 in the case of a joint
return).

On page 59, line 3, strike *‘$500’° and insert
‘$1,000".

Beginning on page 64, line 21, strike all
through page 66, before line 2, and insert the
following:

(a) MAXIMUM RATE OF TAX REDUCED TO 53
PERCENT.—The table contained in section
2001(c)(1) is amended by striking the two
highest brackets and inserting the following:
“Over $2,500,000 ............... $1,025,800, plus 53% of the

excess over $2,500,000.”".

(b) REPEAL OF PHASEOUT OF GRADUATED
RATES.—Subsection (c¢c) of section 2001 is
amended by striking paragraph (2).

On page 68, strike lines 1 through 3.

The PRESIDING OFFICER. The Sen-
ator from Illinois.

AMENDMENT NO. 670

Mr. FITZGERALD. Mr. President, I
send an amendment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Illinois [Mr. FI1TZ-
GERALD], for himself, Mr. SCHUMER, Mr. JEF-
FORDS, Mrs. CLINTON, Mr. McCAIN, Mr.
TORRICELLI, Mr. DOMENICI, and Mr. ALLEN,
proposes an amendment numbered 670.

Mr. FITZGERALD. I ask unanimous
consent that further reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To provide that no Federal income

tax shall be imposed on amounts received

by victims of the Nazi regime or their heirs
or estates, and for other purposes)

At the end of subtitle A of title VIII, add
the following:

SEC. . NO FEDERAL INCOME TAX ON RESTITU-
TION RECEIVED BY VICTIMS OF THE
NAZI REGIME OR THEIR HEIRS OR
ESTATES.

(a) IN GENERAL.—For purposes of the Inter-
nal Revenue Code of 1986, any excludable res-
titution payments received by an eligible in-
dividual (or the individual’s heirs or es-
tate)—

(1) shall not be included in gross income;
and

S5061

(2) shall not be taken into account for pur-
poses of applying any provision of such Code
which takes into account excludable income
in computing adjusted gross income, includ-
ing section 86 of such Code (relating to tax-
ation of Social Security benefits).

For purposes of such Code, the basis of any
property received by an eligible individual
(or the individual’s heirs or estate) as part of
an excludable restitution payment shall be
the fair market value of such property as of
the time of the receipt.

(b) COORDINATION WITH FEDERAL MEANS-
TESTED PROGRAMS.—

(1) IN GENERAL.—Any excludable restitu-
tion payment shall be disregarded in deter-
mining eligibility for, and the amount of
benefits or services to be provided under, any
Federal or federally assisted program which
provides benefits or service based, in whole
or in part, on need.

(2) PROHIBITION AGAINST RECOVERY OF
VALUE OF EXCESSIVE BENEFITS OR SERVICES.—
No officer, agency, or instrumentality of any
government may attempt to recover the
value of excessive benefits or services pro-
vided under a program described in sub-
section (a) before January 1, 2000, by reason
of any failure to take account of excludable
restitution payments received before such
date.

(3) NOTICE REQUIRED.—Any agency of gov-
ernment that has taken into account exclud-
able restitution payments in determining
eligibility for a program described in sub-
section (a) before January 1, 2000, shall make
a good faith effort to notify any individual
who may have been denied eligibility for
benefits or services under the program of the
potential eligibility of the individual for
such benefits or services.

(4) COORDINATION WITH 1994 ACT.—Nothing in
this Act shall be construed to override any
right or requirement under ‘“An Act to re-
quire certain payments made to victims of
Nazi persecution to be disregarded in deter-
mining eligibility for and the amount of ben-
efits or services based on need’’, approved
August 1, 1994 (Public Law 103-286; 42 U.S.C.
1437a note), and nothing in that Act shall be
construed to override any right or require-
ment under this Act.

(c) ELIGIBLE INDIVIDUAL.—For purposes of
this section, the term ‘‘eligible individual”’
means a person who was persecuted for ra-
cial or religious reasons by Nazi Germany,
any other Axis regime, or any other Nazi-
controlled or Nazi-allied country.

(d) EXCLUDABLE RESTITUTION PAYMENT.—
For purposes of this section, the term ‘‘ex-
cludable restitution payment’’ means any
payment or distribution to an individual (or
the individual’s heirs or estate) which—

(1) is payable by reason of the individual’s
status as an eligible individual, including
any amount payable by any foreign country,
the United States of America, or any other
foreign or domestic entity, or a fund estab-
lished by any such country or entity, any
amount payable as a result of a final resolu-
tion of a legal action, and any amount pay-
able under a law providing for payments or
restitution of property;

(2) constitutes the direct or indirect return
of, or compensation or reparation for, assets
stolen or hidden from, or otherwise lost to,
the individual before, during, or immediately
after World War II by reason of the individ-
ual’s status as an eligible individual, includ-
ing any proceeds of insurance under policies
issued on eligible individuals by European
insurance companies immediately before and
during World War II; or

(3) consists of interest which is payable as
part of any payment or distribution de-
scribed in paragraph (1) or (2).

(e) EFFECTIVE DATE.—
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(1) IN GENERAL.—This section shall apply to
any amount received on or after January 1,
2000.

(2) NO INFERENCE.—Nothing in this Act
shall be construed to create any inference
with respect to the proper tax treatment of
any amount received before January 1, 2000.

Mr. FITZGERALD. Mr. President, I
thank my colleagues, Senator SCHUMER
and Senator CLINTON, both of whom are
here, and Senators TORRICELLI, BINGA-
MAN, DOMENICI, JEFFORDS, MCCAIN, and
ALLEN, who are cosponsors of this
amendment.

This amendment simply seeks to en-
sure that any reparations received by
victims of the Holocaust—reparations
or settlement payments received by
those victims not be subject to Federal
income taxes.

Actually, our tax law provides that if
money is stolen from somebody, or if
property is stolen from somebody, and
that is later recovered, that person
should not have to pay income tax on
getting their own money back. How-
ever, there have been a number of con-
flicting revenue rulings in this area,
and the victims of the Holocaust,
which occurred at the hands of the
Nazis in the 1930s and 1940s, are con-
cerned that the reparations they are
receiving from a variety of settlement
funds, from banks and insurance com-
panies in Germany, Switzerland, and
elsewhere—that under the current rev-
enue rulings of the IRS, there might be
some confusion as to whether those
settlement payments are taxable in-
come.

This amendment simply seeks to en-
sure that the IRS would not treat as
taxable income any Holocaust repara-
tions or payments. The Joint Tax Com-
mittee scored this amendment as cost-
ing $31 million over the next 10 years.
It is a very small amount.

There are 100,000 survivors of the Hol-
ocaust in the United States, approxi-
mately 10,000 of them from my State of
Illinois. The average age of Holocaust
survivors is over 80 years. Recently—
just a few weeks ago—I had the oppor-
tunity to be at a Holocaust memorial
service in Skokie, IL. Skokie is a vil-
lage to which a large number of Holo-
caust refugees and survivors of the Hol-
ocaust came after World War II, and
they kept coming well into the late
1950s. After appearing at that cere-
mony, I had the opportunity to meet
many individuals who were, in fact,
Holocaust survivors. I heard from their
own mouths the stories of the horrors
they endured at the hands of the Nazis.
I saw several of the survivors with the
tattoos that the SS agents had put on
their arms.

One woman told me she went into
one of those concentration camps—I
believe it was at Auschwitz—with both
her parents and also with her younger
brothers and sisters. As soon as she got
into that camp, the Nazis killed her
parents and subsequently Kkilled her
younger brothers and sisters. They
kept her alive because she was a teen-
ager and they believed that they could
put her to work. Obviously, all of the
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assets of her family and tens of thou-
sands, millions of others like hers were
confiscated by the Nazis.

There are several settlement funds
that have been created to finally, 56
yvears after the end of World War II,
pay some modest compensation to
these families and Holocaust survivors
and their heirs for all the sufferings
they endured. In fact, the compensa-
tion is really just the return of their
own money or property that rightly be-
longed to them.

I hope we can adopt this amendment.
It has the support of the administra-
tion, I am told. The previous adminis-
tration also supported this measure. It
was included in tax bills that were
passed in the last session of Congress.
Unfortunately, those overall tax bills
were vetoed for other reasons. I would
appreciate the support of all of my col-
leagues, and I certainly appreciate the
willingness of Senator GRASSLEY and
Senator BAUCUS to work with us as we
try to find a possible means of replac-
ing that slight $31 million in tax rev-
enue that would be lost over the next
10 years.

Mr. President, again, I thank my col-
leagues. I am going to add, at this
point, Senator GORDON SMITH as a CO-
sponsor to the amendment.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from New York.

Mr. SCHUMER. Before the Senator
yields, I would like to say a word on
his amendment. I think it is an excel-
lent amendment. As the Senator
knows, I had a similar amendment.
There are slight differences, which I
hope we work out when the time
comes. This amendment is important,
and I thank the Senator for his leader-
ship in making this happen. As he said,
to tax these payments which are but
small compensation for the suffering
endured by the few survivors of the
Holocaust would be inhumane. The
Senator is exactly right to make sure
that they are tax free.

Mr. FITZGERALD. I thank my col-
league in New York. I agree with him.
I think it would be beneath the dignity
of this great country to actually assess
a Federal income tax on those pay-
ments of compensation to the victims
of the Holocaust.

I thank the Senator. Both of my col-
leagues from New York have been very
helpful.

There is one other point I want to
make.

This bill also would ensure that pay-
ments received by Holocaust survivors
not be counted in any calculation for
eligibility for any of our Federal pro-
grams such as Medicaid. We would not
want someone tossed out of a nursing
home because they were receiving one
of these payments. That is one of the
benefits of this bill.

Mr. President, I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I tell
the Senator from Illinois that I appre-
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ciate his good efforts to address an in-
justice. This injustice is regarding the
victims of the Holocaust. I pledge to
work with him on this amendment. I
ask that he temporarily set aside the
amendment to give us time to consider
exactly how to do this.

Mr. FITZGERALD. Mr. President, I
will be happy to do that. I have been
working with Senator GRASSLEY and
Senator BAucus. I look forward to
working with them into the evening. I
appreciate their efforts to accommo-
date this amendment.

Mr. GRASSLEY. I yield the floor.

The PRESIDING OFFICER. Without
objection, the amendment is set aside.

The Senator from New York.

AMENDMENT NO. 669

Mr. SCHUMER. Mr. President, I yield
5 minutes to the Senator from New
Jersey. As I mentioned earlier in my
remarks, our long crusade to get col-
lege tuition made deductible took a
giant step forward with his work on the
Finance Committee to get the first
step, the $5,000, in the bill. That has
made it possible for us to offer this
amendment as well.

I salute him for the great work he
has done, and I yield him 5 minutes.

Mr. TORRICELLI. Mr. President, I
thank the Senator from New York for
his very gracious comments and for the
place in which we find ourselves at this
moment. The long fight to allow par-
ents and students to deduct the cost of
college tuition is now at a critical mo-
ment.

It is not a usual moment in the life of
the Senate when a Senator arises with
the intent of having his own work re-
placed by a colleague’s. That is exactly
where I find myself.

The Finance Committee, with the
considerable help of Senator GRASSLEY
and Senator BAUCUS, has brought to
the Senate Chamber for the first time
the deductibility of college tuition
from income taxes.

Senator SCHUMER has built upon this
work by expanding our $5,000 deduction
to a full $12,000. It is, in my estimation,
a more realistic approximation of the
financial burden before American fami-
lies. I therefore support the Schumer
amendment.

American families are mortgaging
their futures. Parents are literally tak-
ing second mortgages on their homes.
Families are postponing retirement.
They are using retirement savings.
They are borrowing against inherit-
ance. They are doing anything and ev-
erything to get a college education for
their child. Students themselves are
working night jobs and borrowing end-
lessly to get themselves a college edu-
cation.

The average student graduating from
an American university, on the day
they graduate, owes $20,000. It is not
uncommon for a business student, a
law student, or a medical student to
owe $50,000, $100,000, or $200,000. It is an
enormous tragedy.
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The options in life that many of us
enjoyed that allowed us to go into pub-
lic service are not available to Amer-
ican students. If you come out of col-
lege owing $20,000, $50,000, $100,000, your
chance to be a schoolteacher, your
chance to run for public office, your
chance to go into the Peace Corps,
your chance to go into an American
city or a small town and make a dif-
ference in American life is lost before
your career begins. You begin life
under a mountain of debt.

It may not be in our reach to elimi-
nate that problem today, but we have a
chance to reduce it. Over the years,
from Stafford loans to HOPE scholar-
ships to student loans, again and again,
every time there was a chance to re-
duce this financial burden and help
American education, we have risen to
the occasion, and that is where we are
again tonight. With this amendment,
we can make fully deductible $12,000
worth of college tuition.

I will concede this is a national prob-
lem, but in my State of New Jersey, as
in some other States, it is particularly
acute. My State exports more students
to colleges in other States than any
other State in the Union per capita. We
do not have a huge State university.
The middle-class families of New Jer-
sey are having to face, with no choice
and through no fault of their own, mas-
sive private tuition costs.

It is the deciding point about wheth-
er or not these families can keep their
families in the middle class, and they
are holding on by their fingertips,
knowing that if they cannot pay these
tuitions, they may be the first genera-
tion in American history whose kids
will be less educated, have less of a fi-
nancial future, less of a quality of life
than they have. And Americans do not
give that up easily. That is why this
mountain of debt. That is why the frus-
tration. But that is also why I stand
here tonight.

We have a chance to fight back. In
the last decade, the cost of a college
education has risen by 40 percent.
There is no end in sight. In a free econ-
omy, with free institutions, there is no
way to legislate to control that cost or
stop it, nor am I proposing we do so.
We simply have to allow families to
fight back, and it has to be more than
loans. We have to offer more than debt.
We have to let families help meet this
cost.

I am very grateful to Senator GRASS-
LEY and Senator BAUcUS. Without their
support, we would not even be having
this debate, Senator SCHUMER would
not be able to offer this amendment.
The committee took a stand, and I am
proud of every member of the Finance
Committee for doing so. But now we
can take a good provision and we can
make it better.

I urge my colleagues to support the
amendment. I think it is a vote in
which we can all take great pride. I
thank the Senator from New York for
yielding me the time.

Mr. SCHUMER. I thank the Senator
from New Jersey.
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I ask unanimous consent that Sen-
ators Durbin and Dayton be added as
cosponsors to this amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. SCHUMER. Mr. President, how
much time has our side consumed?

The PRESIDING OFFICER. The Sen-
ator has consumed 28 minutes.

Mr. SCHUMER. Mr. President, I ask
the Senator from Iowa, do the oppo-
nents of this amendment intend to use
all of their hour?

Mr. GRASSLEY. Probably not, but
we are going to use some time; yes.

Mr. SCHUMER. Maybe we can begin
now. Does the Senator from New York,
my friend and colleague, wish to speak
now?

Mrs. CLINTON. I will be happy to
speak now.

Mr. SCHUMER. I call on my col-
league, the Senator from New York,
who has been a leader on this issue and
has worked with me side by side to
make college tuition deductibility a re-
ality. I yield to her 5 minutes.

The PRESIDING OFFICER. The Sen-
ator from New York.

Mrs. CLINTON. I thank the Chair.

Mr. President, I rise in support of
this amendment which has been a pas-
sion of my senior Senator from New
York. It arises out of the real-world ex-
periences he and I have every day in
New York where we meet parent after
parent who is troubled by the rising
costs of college tuition and other ex-
penses associated with going to college.

I wish we would all recognize that
going to college has become not just a
luxury, but in many respects a neces-
sity. There are so many jobs today
which are on the leading edge of the
economy that require the advanced
education that can only come in a
higher education setting.

The fastest growing occupations, all
of them in the field of technology, re-
quire at least a bachelor’s degree, and
they pay much higher than average for
full-time workers. The Senator has rec-
ognized that we have to do more to
make college affordable for our fami-
lies.

The saddest statistic I am aware of is
as hard as it is to believe after all the
work this body has done over the last
years to make college more affordable,
with the HOPE scholarships, with in-
creasing Pell grants for worthy stu-
dents, with the life-long learning tax
credit, with all of that work, there are
still so many children whose families
cannot afford to send them to college
or for whom the college tuition stretch
is so great it requires mortgaging
homes, it requires tremendous sacrifice
from many working and middle-class
families, and it often leads to a student
having to drop out because the dollars
just don’t keep coming and there is not
enough financial support.

In New York, for example, more than
80 percent of New York students go on
to some form of higher education.
Nearly 1 million students attend col-
lege in New York, yet not that many
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finish. And the No. 1 reason given is fi-
nancial hardship. The combination of
the debt load that so many of our
youngsters and their families have to
carry, and the fact that sometimes
that credit is just not available, makes
the dream of college just beyond the
reach of too many of our children and
their families.

As we debate this overall tax bill,
which has many features that are not,
in my view, going to make us richer
and stronger and smarter, I hope we
will try to support this amendment
which I think will do all of those. I
think this amendment, Senator Schu-
mer’s college opportunity tax credit, is
the single most important amendment
we could pass in this entire debate. It
not only will provide much needed fi-
nancing, it will send a clear message
that we in this Chamber have heard the
students, the parents, the families, the
businesses, and the colleges of Amer-
ica, we have heard their requests and
we try to help make college affordable
for all Americans.

The college challenge now of paying
has become absolutely out of reach be-
cause average tuition has doubled in
the last 20 years. Family incomes and
financial aid have not doubled in a
comparable period. It is time to give
families in New York, families across
America, the kind of tax cut they can
really count on and that will mean
something for everybody—the people
who are the bulk of the taxpayers in
this country. This amendment, when
fully phased in, will give families a tax
deduction of up to $12,000 in tuition
costs, which will provide as much as
$3,360 in tax relief.

I commend my colleague, my senior
Senator, for his passion, his work, his
persistence. I hope that work will fi-
nally culminate in a positive outcome
today and we will pass the college op-
portunity tax cut, the kind of sensible,
affordable tax cut that makes sense for
America’s families and especially for
the young people for whom we, after
all, have to think most clearly about
trying to create a better future. There
is no better investment we can make. I
commend my colleague and thank him
for his work on this critically impor-
tant amendment.

Mr. GRASSLEY. Mr. President, I
yield myself such time as I might con-
sume.

Mr. NICKLES. Will the Senator
yield?
Mr. GRASSLEY. I yield whatever

time the Senator wants.

Mr. NICKLES. I am trying to get a
copy of the amendment. Has the
amendment been sent to the desk?

The PRESIDING OFFICER. Yes.

Mr. GRASSLEY. Mr. President, I
know the Senator from New York
wants to help people who need it. We
all understand the importance of edu-
cation. I go back to my opening state-
ment and refer to the process by which
this bill was brought about and the bal-
ance that is in it.

I know the Senator from New York
doesn’t mean to be selfish. And I don’t
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mean ‘‘selfish’ for the college students
he is trying to help, but the Senator is
somewhat selfish in what we can do in
one bill. For instance, he wants me to
consider his point of view in spending
more for college tuition. This may even
be bipartisan; I don’t know whether it
will end up partisan or bipartisan. But
either way, the Senator is asking us to
consider his point of view being pre-
sented before the Senate while trying
to undo a very carefully crafted, bipar-
tisan compromise that was worked out
between people such as Senator KYL on
the one hand and Senator LINCOLN on
the other dealing with the estate tax.

Maybe if you think the super rich in
New York don’t need anything done
about the estate tax, that is perfectly
legitimate. Maybe that is not being
selfish, if you think about the small
businesspeople of America who live
moderately throughout their entire
working career because they have to
pour everything back into the business
and they want to leave it to their kids,
and we are raising the threshold, rais-
ing the unified credit so that doesn’t
have to happen, and this isn’t even
talking about doing away with the es-
tate tax 10 years from now. We are only
talking about raising unified credit and
preserving the small businesses and the
small farms, or you might say large
businesses and large farms that are af-
fected by it, but you are taking away
from that to do what you want.

It is carefully crafted politically. It
is crafted to look at as many interests
as we can.

What is ludicrous about the approach
is that for the last 2 months during the
budget debate the Senator was one who
was voting we should not have a $1.6
trillion tax cut, should not have a $1.35
trillion tax cut. I don’t know about the
$950 billion bill that the Democrats put
in, but 12 months ago people of the
Senator’s party didn’t want any tax
cuts at all. I hope Members are thank-
ing President Bush that he ran on a
program to cut taxes and got elected
and he is performing in office the way
he ran the campaign, keeping his cam-
paign promise. We wouldn’t even have
a tax bill before us so that you could do
what you want to do for your college
students.

I wonder if the Senator has thought
this through? We have Senator LINCOLN
on your side, working with Senator
KyL, for a very carefully crafted provi-
sion that is in this bill that, quite
frankly, was a major problem for your
ranking member, Senator BAUCUS. He
didn’t want to do as much as I wanted
to do in this area or Senator KYL or
Senator LINCOLN. But, as a matter of
compromise, he went along with this so
we could have a bill, a bipartisan bill,
and make the process of bipartisanship
work.

I am a little frustrated about the
process. I am not even talking about
the merits of your bill. I want to deal
with the merits. I wonder if the Sen-
ator has thought about the condition
in which you put Senator LINCOLN and
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Senator KyL, how you can intellectu-
ally approach this sort of a deal on a
$1.3 trillion tax cut, and the Senator
didn’t even want any tax cuts.

Mr. SCHUMER. Will the Senator
yield?

Mr. GRASSLEY. I yield because 1
need some answers.

Mr. SCHUMER. I thank the Senator.
I would like to answer, since my name
was used repeatedly.

First I want to say this. I have great
respect for the Senator. I even share
his frustration. It is not very easy to
put together a tax bill. But I am sort of
aghast at his implication, that be-
cause, however carefully the 20 mem-
bers of the Finance Committee put to-
gether a compromise, which was sup-
ported—I would not call this bipar-
tisan. As great respect as I have for
Senator BAUCUS, it was not Democrats
and Republicans coming together and
meeting in the middle.

Mr. GRASSLEY. How many Demo-
crats do you have to have to be bipar-
tisan?

Mr. SCHUMER. I would say it should
be a lot more than four or five, to an-
swer the Senator’s question.

If you look at the reconciliation
vote, it was four or five. That is not bi-
partisan in my judgment.

I respect each Senator’s right to
make their decision. They come from
different States.

But what I am aghast at is the impli-
cation of my good friend from Iowa
that anyone who offers an amendment
to the grand creation that he has put
together has either not thought it
through or is derelict in their duty.

Just the opposite, good sir. I am
doing my duty to the people of New
York by doing what they think is
right. I daresay if they were asked
should the estate tax, only on estates
of over $3 million, get a smaller reduc-
tion so the families who are making
$100,000 and $80,000 and $120,000 and
$50,000 and $60,000 can get a break on
tuition, my guess is, good sir, that 90
percent of the people of New York—and
I would guess, although I do not want
to second-guess the Senator from
Iowa—but my guess is the people from
his State would support this amend-
ment.

Mr. GRASSLEY. Do you mind if I re-
claim my time?

The PRESIDING OFFICER. The Sen-
ator from Iowa has the floor.

Mr. GRASSLEY. You told me you
feel very strongly about it and you told
me you thought this through and you
are willing to present your view, re-
gardless of the compromises on the
other portions of the bill. You have
every right to do that.

Mr. SCHUMER. I appreciate that.

Mr. GRASSLEY. I accept that.

Mr. SCHUMER. Will the Senator
yield for a question?

Mr. GRASSLEY. I will yield for a
question. I am not sure I will answer it.

Mr. SCHUMER. OK. My question is,
Does he think his grand compromise is
beyond improvement? Is it perfection
itself?
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Mr. GRASSLEY. I do not think it is
perfect.

Mr. SCHUMER. All I can say to my
good friend, CHARLES S. GRASSLEY,
from CHARLES S. SCHUMER, is I am try-
ing to make your wonderful com-
promise a little bit better.

Mr. GRASSLEY. I hope you respect
my right, that we have worked hard to
put this together and I want to protect
it as much as I can.

Mr. SCHUMER. I sure do.

Mr. GRASSLEY. Not because of the
substance of the bill as much as the
process by which this has come to-
gether and what that says about the
Senate’s workings and the bipartisan-
ship that is necessary to getting it
done around here.

Mr. SCHUMER. If the Senator will
yield, and I am glad we are having a de-
bate, in all respect I think there are a
lot of us in this Chamber who are not
enamored with this process.

Let me give you my little example. I
received great help from the Joint Tax
Committee. But they frenetically
rushed in the last few hours to get me
estimates and put together the bill.

We are trying to debate this most
significant tax legislation in 2 days,
with 20 hours of debate. I was here, it
was my first year, for Gramm-Latta.
There were heated debates, but there
was no effort to cut off amendments.
There was no effort to stretch—one of
the reasons our amendment is crafted
as it is, good sir, is because the rec-
onciliation process that was used does
not allow many other amendments.

I am not enamored with this process.
I respect bipartisan compromise. I
think, in good faith, the Senator from
Iowa has taken some flak from his side.
My friend, the Senator from Montana,
for whom I have enormous respect and
do not begrudge him one iota for his
views and what he has done, has taken
a good deal of flak from his side. I re-
spect that. I try to come up with bipar-
tisan compromises whenever I can.

But I have to tell you I do not re-
spect the process here. It is a rushed
process. It is a hurried process. It is a
process that does not allow delibera-
tion. It is a process that is not the Sen-
ate at its finest.

So, yes, it is nice to have a bipartisan
compromise. But if that bipartisan
compromise is worth much——

The PRESIDING OFFICER. The Sen-
ator from Iowa has the floor.

Mr. SCHUMER. If I can just finish?

Mr. GRASSLEY. I think we have had
discussion enough on this.

Mr. SCHUMER. Okay. I thank the
Senator.

Mr. GRASSLEY. Does the Senator
from Montana want me to yield for a
minute?

Mr. BAUCUS addressed the Chair.

Mr. GRASSLEY. I yield some time
off my time to Senator BAUCUS.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, this is
not an easy matter, of course. We want
every child to have the opportunity to
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attend college, to get a higher edu-
cation. That is a given. It is particu-
larly important in these days, as the
economy gets more and more complex,
the world economy more globalized. I
think the major advantage we have in
the United States of America is our
education system. When we talk about
value-added, it is knowledge-based,
value-added America through edu-
cation that is going to give us the com-
petitive advantage compared to other
countries around the world. Education
is key. It is Head Start. It is pre-head
Start. It is all that goes into children,
from the instant they are born, cre-
ating a family environment and com-
munity environment to help kids be ex-
cited about life—not be put down, but
excited—Head Start, kindergarten, all
the way through elementary, sec-
ondary and, of course, higher edu-
cation. That is a given.

We are doing what we can to help
make that happen. Rome was not built
in a day, but we are doing all we can to
help make that happen.

I might have a couple or three points
here. One, I would like to remind Sen-
ators what we provide for in this bill
that helps kids get a better education.
There are the provisions which help el-
ementary and secondary students. The
amendment offered by my good friend
from New York is directed more toward
higher education.

Let me just go through what we have
for education. Essentially, it is about
$35 billion in this bill, over 10 years, for
education. About $11 billion of that is
for higher ed; it is to add something
new in this legislation which has not
existed in prior law. What is that? That
is to provide a deduction for college
tuition. In the bill it starts at lower
amounts, $2,000 or $3,000, and gets up to
a $10,000 deduction for tuition for edu-
cation. That is new. We have never
done that before in the U.S. Congress.
That is new in America. That is in this
bill. It is a start.

Is it everything? No. It is clear tui-
tion in some colleges is a 1ot more than
that, but it is a start. It will help stu-
dents get a break when they go to col-
lege and other loans are available. In
fact, this bill, I remind my good friend
from New York, actually deletes the
limitation on interest deduction for
student loans so students will always
have their interest deduction on stu-
dent loans.

Does that solve all the problems? No.
It is a help, it is a start. We know in
life there are no free lunches. There are
none. We have to work sometimes in
life for what we want to attain. We
can’t just give gifts to everybody. We
want to help. We want to help kids go
to college, do the very best we can to
create conditions to make that pos-
sible. In addition, private institutions
have availability for prepaid tuition
programs. That has not been available
in the past.

I mentioned the modification of the
student interest deduction; that is, the
limitation is eliminated. IRAs, for edu-
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cation TRAs, that is expanded from a
$500 contribution to $2,000. There are
several other provisions in here which
will help education. They total, as I
said, about $35 billion over 10 years. It
is $10 billion, the program suggested by
my good friend from New York.

I join in the frustration of my good
friend from New York at the difficulty
in getting amendments scored by Joint
Tax. Why do we face that? It is because
this bill is being rushed. There is no
doubt about it. Because this bill is
being rushed, we are bound to make
mistakes. We are bound to not have the
information we should have. That is
very unfortunate.

I personally believe we should not be
working on a tax bill in the context of
reconciliation which has very con-
stricting limits on debate and amend-
ments. But we are. I had hoped we
would not be on this bill until Monday
of this week. But others with so-called
pay grades higher than mine had a dif-
ferent view than mine and we are here
now. We have to deal with what we
have. That is unfortunate, but that is
where we are.

I would like to have a lot more in
here for education. I have a soft spot
for education. I think most of us have
a soft spot for education. But we can-
not do it all at once. I wish we could,
but we cannot. But we have a terrific—
just think of it—start with the deduc-
tion of college tuition provided for in
this Senate bill of up to $5,000. That is
not small change. Mr. President, $5,000
toward tuition is a start. Students can
make up the difference in various other
ways, either through families or jobs or
scholarships. There are ways to get
things done, and certainly $5,000 is
going to help a lot.

But I want to make a point to my
good friend from New York. He does
have a very good point: Gee, this so-
called grand compromise, this grand
perfect bill, and so forth, can be made
better. Of course it can. I would like it
to be made better.

I know my good friend from New
York and other Senators realize that
all things are not equal. And what is a
little bit different here is that there
happens to be a different body down
thataway. That other body down the
hall has a different view on this tax
proposal. They are going to want to
change this dramatically in con-
ference. This tax bill is going to change
dramatically in a direction, I might
suppose, that is contrary to the wishes
of the Senator from New York.

So what I am trying to do, in getting
a package together—and working with
the chairman of the committee, for
whom, I might add, I have the utmost
respect—is to get an agreement that is
better than what would otherwise pass
in this Chamber, because if we did not
have this bipartisan compromise, I
guarantee you we would have a tax bill
in this Chamber which would be much
less to the liking of the Senator from
New York and virtually every one of
my colleagues on my side of the aisle.
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But now we can go to conference in a
better position and come back with a
result which is better than it otherwise
might be. Were it not for that context,
I would probably be here arguing, yes,
we should change this; we should add
more for tuition deduction; we should
do that. But there is no free lunch
here. We have to deal with the deck we
were dealt. In that context, it is a bet-
ter bill from the perspective of the
Senator from New York, so we can go
to conference and come back with a re-
sult that is better than it otherwise
would be for the Senator from New
York and for other Senators. That is
really where we are.

So for all those reasons—and basi-
cally it is the last reason—I have the
utmost respect, I must say, for my
very good friend from New York. New
York has two super Senators, and one
of them is Senator SCHUMER. The other
is Senator CLINTON. I must say I don’t
know of a Senator around here for
whom I have a higher regard than Sen-
ator SCHUMER; I might say Senator
CLINTON, but certainly Senator SCHU-
MER from New York. He is on the right
track. I have the utmost respect for
him, but I cannot support his amend-
ment because I want and I believe, in
the end, when the conference report
comes back through this process, we
can come up with a better product.

The PRESIDING OFFICER (Mr. EN-
SIGN). The Senator from Iowa.

Mr. GRASSLEY. I yield such time as
he might want to the Senator from Ar-
izona.

What time does the Senator wish to
have?

Mr. KYL. Ten minutes.

The PRESIDING OFFICER. The Sen-
ator from Arizona is recognized for 10
minutes.

Mr. KYL. Mr. President, let me first
echo what the Senator from Montana
has just been saying with respect to
support for education. As he noted, this
bill already has substantial benefits for
education.

Unfortunately, the amendment of the
Senator from New York, in order to
provide the money for those benefits,
has to get money from someplace else
in the bill. It is called an offset.

What I want to talk about is the off-
set here because in order to try to help
education, he is pitting one group
against the other. The group that
would be the big loser here is all the
small businesses, all the entrepreneurs,
the small family farmers, and the oth-
ers who were looking forward to some
death tax relief, to a reduction in the
rates of the estate tax. That would be
gone under this amendment.

All of the rate relief that was pro-
vided for in this bill would be elimi-
nated. So instead of the rates going
from 60 percent, which is the effective
death tax relief rate, down to 45 per-
cent under the bill here—which is still
far too high—this would take all of
that and put it back up to the effective
60-percent rate.

It is morally wrong. I think every-
body on the committee who voted for
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the bill agrees that it is morally wrong
for the U.S. Government to take more
than half in any tax. And I don’t think
we have another tax that taxes people
at the rate of 50 percent. This would be
the highest rate in the world except, 1
believe, for the country of Japan.

Most Americans believe it is morally
wrong to take more than half of all of
the assets that somebody has saved in
their life, assets that could be passed
on to their children. The American
dream in this country has always been
to leave the next generation better off
than your generation, to do a little bit
to pass on for the next generation. HEs-
pecially that has been true of the small
entrepreneurs, more than half of whom
are women in the United States of
America.

That is why in the committee we de-
cided to use some of the tax relief
available for us to reduce the rate that
estates were charged. What this
amendment by the Senator from New
York would do is wipe out all of that
rate relief for which we provided. That
is an unfair tradeoff. It is an improper
tradeoff. Regardless of how much more
someone might want to do for more
education, it should not be paid for in
this way.

Mr. SCHUMER. Will the Senator
yield for a question?

Mr. KYL. I am happy to yield.

Mr. SCHUMER. Does the Senator
know or dispute the fact that the only
people who would be hurt by this
amendment are those with estates
worth over $3 million, where the rate
will no longer be 55 percent but 53 per-
cent?

Mr. KYL. The Senator does dispute
that because as the Senator from New
York should be aware, under the relief
in the tax bill that is before us right
now, the exemption he is speaking of,
or the unified credit, does not take full
effect until the final year of the legis-
lation. So it is not true what the Sen-
ator from New York has just said. The
rate relief provided in this bill cur-
rently before us takes the rate from
the current level down to 45 percent.

It does that over a period of time. We
do not even do that immediately, nor
does the unified credit lock into effect
immediately.

Mr. SCHUMER. But does the Senator
dispute the top rate is only paid by es-
tates worth over $3 million?

Mr. KYL. The top rate——

Mr. SCHUMER. We only change the
top rate in our amendment.

Mr. KYL. The Senator from New
York has decided to pay for the benefit
in his amendment by taking the top
rate, which is an effective rate of 60
percent, and leaving it right there.

Is the Senator from Arizona incor-
rect in what the Senator from New
York just said?

Mr. SCHUMER. Yes. We do not leave
it there. We reduce it from 55 percent
to 53 percent. But the only people af-
fected are those with estates worth
over $3 million.

Mr. KYL. I stand corrected—from 55
percent to 53 percent. So we are still

CONGRESSIONAL RECORD — SENATE

taking more than half. More than half
of the value of the estate is going to be
taken by the U.S. Government rather
than passed on to the heirs. I stand cor-
rected. It is not 55 percent; it is 53 per-
cent. But because of the bubble effect,
I am sure the Senator from New York
would agree that the effective rate is
closer to 60 percent, the result of which
is that the rate relief that we have pro-
vided people—which caused a lot of
people to vote for this bill—will be
wiped out if this amendment is adopt-
ed.

Death tax or estate tax relief is very
popular in this country. In one poll, it
is supported by 89 percent of the peo-
ple. A Gallup poll last year had one of
the lowest percentages of support I
have seen: 60 percent. In that poll, over
three-fourths of the people acknowl-
edged they would not even benefit from
the relief but they understood it to be
fair. Anytime more than half of your
assets are being taken by the Govern-
ment, Americans understand that is
unfair. Even if they are not going to
benefit from the relief, they realize
there should be some relief from that.

Let me note a couple of the studies
that demonstrate the pernicious effect
of the rates as they exist today and
why we decided to bring them down in
this bill.

A February 2000 study by the Na-
tional Association of Women-Owned
Businesses, the Independent Women’s
Forum, and the Center for the Study of
Taxation found that the death tax
costs female entrepreneurs nearly
$60,000 on death tax planning, money
obviously they could be using in their
own businesses. They report that 39
jobs were lost per business due to the
cost of death tax planning over the last
5 years and that the cost of death tax
planning will prevent the creation of
103 new jobs per business in the next 5
years.

There is study after study after study
that demonstrates the effect, not only
in the macroeconomic sense in terms
of gross national product lost, capital
formation reduced, and the like, and
jobs lost, but the effect for the average
small business which, as I pointed out,
is a woman-owned business in this
country. That is why groups as diverse
as the National Federation for Inde-
pendent Businesses, the Hispanic
Chamber of Commerce, the National
Black Chamber of Commerce, the Na-
tional Association of Women-Owned
Businesses, and the National Associa-
tion of Neighborhoods—and on and on
and on—b0-some organizations have all
joined in urging the Congress to enact
death tax relief.

Mr. SCHUMER. Will the Senator
yield for a question?

Mr. KYL. The Senator from Arizona
might need to ask for a little more
time.

Mr. SCHUMER. Mr. President, I will
be happy to yield a couple minutes of
my time.

Mr. KYL. I yield to the Senator from
New York.
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Mr. SCHUMER. Does the Senator dis-
pute that our amendment continues
the repeal of the estate tax in the exact
time as the committee bill, in the year
2011, and that the only thing affected
in our amendment—we can read a long
list of everyone who is for repeal of the
estate tax; that is not affected—the
only thing that is affected is estates of
over $3 million whose top rate goes
down not from 55 to 45, but 55 to 53?
With that change alone, we make col-
lege tuition up to $12,000 tax deduct-
ible.

Mr. KYL. I will not yield to the Sen-
ator to give a speech.

Mr. SCHUMER. Does the Senator dis-
pute that?

Mr. KYL. I am fully aware of the ef-
fect of the Senator’s amendment. Let
me ask the Senator this question, if he
would like to respond to my question.
The Senator asked if I was aware that
his amendment did not affect the re-
peal of the estate tax in the final year
of this bill. I am aware of that. Does
the Senator from New York agree with
me that the estate tax repeal should be
permanent and should not terminate at
9 months? Would the Senator from New
York support the Senator from Arizona
in attempting to make permanent the
repeal of the estate tax?

Mr. SCHUMER. The Senator from
Arizona is well aware of my record. I
voted against that. But that is not this
amendment.

Mr. KYL. I reclaim my time. The
point the Senator from New York was
trying to make was that his amend-
ment didn’t affect the repeal of the es-
tate tax. That is true. The repeal of the
estate tax is only in existence for 9
months because of Senators such as the
Senator from New York who won’t
agree to make it permanent. So the re-
lief is very tenuous here for people, and
that is why I am fighting very hard to
retain the rate relief. The repeal of the
estate tax is going to go away 9 months
after it goes into effect, which is in the
10th year of this bill. That is why we
need the rate relief that is built into
the bill, and that is what is taken away
by the amendment of the Senator from
New York.

I am happy to yield.

Mr. SCHUMER. I thank the Senator.

The PRESIDING OFFICER. The
Chair will remind both Senators to ad-
dress each other through the Chair.

Mr. SCHUMER. I thank the Chair.

I will simply say to my good friend
from Arizona, with whom I have
worked on many issues and who is a
fine man of great integrity, that my
vote is not needed for repeal. Very sim-
ply, I say to the Senator, the reason
they didn’t put repeal in the bill had
nothing to do with the Senator from
New York or the 45 Senators who have
not been part of this process. The rea-
son they didn’t put it in is it is so
darned expensive that they wouldn’t
have been able to do all the other
things. So that is a bugaboo. That is
not a fair characterization.

Again, whether you are for or against
repeal of this estate tax has nothing to
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do with this amendment. What has to
do with this amendment is whether
you believe that estates of over $3 mil-
lion should get less of a reduction, al-
though still a reduction, so that fami-
lies making $40,000, $50,000, $60,000,
$70,000 can get some break in paying
college tuition. That is what the
amendment does.

Does the Senator disagree about the
amendment, regardless of my view or
anyone else’s view of whether the es-
tate tax should be repealed?

Mr. KYL. Mr. President, reclaiming
my time, it is evident that the Senator
from New York does not want to see a
permanent repeal of the estate tax. He
does not want to see a reduction in the
rates except by 2 points, from 55 to 53.
He apparently agrees with me that be-
cause of the bubble effect, the effective
rate is closer to 60 percent. As a result
of his amendment, and as a result of
his opposition to making the repeal of
the estate tax permanent, albeit with
other Senators as well—I am not sug-
gesting that my friend from New York
is the only one who may oppose that—
opposing that and then also wiping out
the rate relief that we are providing
here leaves very thin any opportunity
for us to go back to the American peo-
ple and say we have done anything
meaningful with respect to death tax
relief. Yet that, according to public
opinion surveys, is among the most
popular of the features of the bill
which we passed out of committee and
which is on the floor.

That is why I say to my good friend
from New York, as laudable as it is for
the Federal Government to assist fami-
lies sending their kids for education—
Heaven knows, I could have used some
of that assistance a few years ago—as
laudable as that is, we need to recog-
nize, No. 1, that the bill already has
education relief in it, and, No. 2, if we
take out this rate relief, we are effec-
tively gutting the bill’s effective help
for people with respect to the estate
tax because of the fact that the 53-per-
cent rate would still be in existence
and that that rate, because of the bub-
ble effect, is actually closer to 60 per-
cent.

The PRESIDING OFFICER. The time
yielded to the Senator from Arizona
has expired.

Who yields time?

Mr. SCHUMER. Mr. President, I will
yield to my friend from Delaware next,
but I just make one point to my friend
from Arizona. This is on my time.

This bill is about choices. No one
wants anyone to pay any taxes on any-
thing. The reason the estate tax repeal
is lower on my list than helping mid-
dle-class families with college tuition
is, it is my judgment—and we will see
the judgment of every Senator in this
Chamber—that a family making $50,000
and paying $10,000 or $15,000 in tuition
deserves relief more quickly than an
estate that is worth over $3 million. In
an ideal world, we would do both.

But I don’t think the Senator from
Arizona is correct. The reason the com-
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mittee did not put the estate tax in
had nothing to do with opposition.
They have the votes to pass this. They
could have put it in the bill and had
the votes to pass it. But they made
some choices. They wanted rate reduc-
tion and marriage penalty and other
things before they wanted the estate
tax, having nothing to do with the 45 of
us or so who are against the estate tax.
But they had to say they were repeal-
ing it, so they went through the sham
of doing it in 2011.

I repeat to my friend: Choices,
choices, choices. Do you believe the
family making $50,000 deserves help
with tuition before the estate over $3
million gets a rate drop bigger than the
one I am proposing? That is what this
is all about. This is not a debate on the
estate tax. It is not a debate on the es-
tate tax because most of the folks on
the side of the Senator from Arizona
didn’t want to do it because it cost so
much and went to so few people.

With that, I yield 10 minutes to the
Senator from Delaware.

Mr. BIDEN. Mr. President, I have
been standing here for a long while.

The PRESIDING OFFICER. The Sen-
ator from Arizona.

Mr. BIDEN. Mr. President, I wanted
to make a statement before I yield.

The PRESIDING OFFICER. The Sen-
ator from Delaware has been yielded
time.

Mr. KYL. I have a question for the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Arizona.

Mr. KYL. My understanding was the
Senator from New York was willing to
yield time to me for the time he took
on my time. What I am asking is, is
there a minute of time that my friend
from New York took that was in fact
included in my time?

The PRESIDING OFFICER. The time
was charged to the Senator from New
York. So the Senator from Arizona did
in fact have the full 10 minutes.

Mr. KYL. I thank the Chair.

Mr. BIDEN. Mr. President, I would be
happy to yield, if he wants.

I find this the single most fascinating
debate I have been involved in in 28
yvears. I sincerely do. It is not a joke. I
am not being facetious. I find this ab-
solutely fascinating.

This isn’t just about choices. This is
about values. My friend from Arizona
says ‘‘morality.” Give me a break. Mo-
rality? This is about values. This is
about what you value. Is it of a higher
value to you to make sure that the
fewer than one-tenth of 1 percent of the
people in America, numbering literally
in the thousands, who will have to pay
an estate tax over $3 million—the first
3, no tax—will have their rate dropped
from 55 to 53 instead of 55 to 50—is that
of greater value and moral content
than paying for tens of thousands of
Americans, sitting in this gallery, lis-
tening to this debate, being able to
send their kid to school?

Talk about morals. Talk about mo-
rality. Talk about values. You have
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just summarized the fundamental dif-
ference between that side and this side.
This is about values. I have never had
it so starkly and honestly stated on
this floor. This is about values: What
do we value as Americans? Given the
fact we just received a beautiful speech
from both the managers of the bill
about how we can’t do everything; it
has to be done gradually, my Lord, val-
ues, values, values, values.

I will tell you what my values are.
My values come from the middle-class
family in which I was raised. There are
three things a parent can give a child:
They can give them faith, they can
give the child an education, and they
can give the child character. We want
to talk about values. Is it better that I
see to it that if I am lucky enough to
have a $4 million estate left, that on $1
million of that, I leave to my heirs sev-
eral thousands dollars less than they
would otherwise get because they won
the genetic pool or that somebody in
the State of Nevada, or in Delaware, or
New York is busting their neck work-
ing two jobs, both parents trying to
send their kids to school and can’t get
them to college.

Tell me about values. Where I come
from, that is an easy call. That is not
even close. It would be viewed by most
where I come from as immoral to give
the kid who won the genetic pool $3,000
more than the million they already get
and to allow the person who is working
two or three jobs in one family to not
be able to send their kid to school.

I am glad my friend raised it in
moral terms. I didn’t quite think of it
that way before.

Look, let’s talk about the morality
of what we are considering here—
whether it is immoral to charge some-
one over 50 percent after they are dead
so their heirs will receive $10,920,000 in-
stead of $14,110,000, or whatever the
numbers would come out to.

Everybody in this Chamber acknowl-
edges what my friend from New York
has been saying. College tuition is sky-
rocketing beyond the means of most of
us. When we talk about the minimum
wage and say that kids should work
their way through college—I worked;
they flirted with me about football
scholarships, a grant in aid, and I got a
job making a dollar an hour. Guess
what. The tuition for the whole year
was $800. A dollar an hour helped. It is
true. The staff looks at me as if I am a
fossil. We are paying now $5, $5.50. We
can raise the minimum wage to $6. Tell
me how many hours you would have to
work to pay at a State university such
as mine, where room and board and tui-
tion is somewhere around $17,000.

At the University of Iowa, it is $10,000
or more. Tell me how many hours you
would work for that. Tell me how you
can work your way through school
today. You just work your way through
school. How many families do you men
and women know—maybe I lived in a
different neighborhood, came from a
different place—who both work and
some have two jobs? How many do you
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know? I know lots of such people. Lots
of people. Talk about values. Look, ev-
erything is relevant. The question here
is, What do you value the most?

I would like to point out another
thing, without going into all the statis-
tics. There are a couple of points I
want to make to you. By the time this
kicks in—the Schumer-Biden amend-
ment—it makes $3,000 of college tuition
and fees tax deductible.

Let’s talk about what this giant tax
bill is going to do for middle-class fam-
ilies, OK. When all is said and done, if
we don’t put anything in here at all,
nothing at all about tuition—let’s talk
about what helps the people making up
to $120,000 in joint income—you are
going to get $1,400 back when it kicks
back. OK, that is great. I am all for
that. Guess how much you get back by
the time ours kicks in for your tuition.
It is $3,306. Our tuition tax proposal is
bigger than the whole tax cut you get.
Come on.

We all stand here and say, because
most of us come from middle-class
roots, middle-class backgrounds, we
care about the middle class. No matter
how you cut this, in terms of raw dol-
lars, in terms of what you value, in
terms of education, this is a bigger
bump for the average middle-class fam-
ily with a kid in school or somebody
trying to put themselves through
school than the entire tax break you
get.

I don’t know where you guys live. I
don’t know where you live. Quite
frankly, I thought it was brilliant of
my friend from New York. He and I
have been doing this for over 2 years in
our different capacities. He said, OK,
we have to find an offset because of the
stupid process we have. He put in the
least innocuous offset you could find. If
this would offend you, my Lord—this
goes to permanent 11 years out. We are
slowing up 3 percent to give tens of
thousands of Americans a chance to
send their kids to school.

This is not the place I joined 28 years
ago. Do we have our values upside
down? Do we have our priorities back-
wards? It is similar to my saying, you
know, the guy who lives in that $4 mil-
lion estate down there, because the
county has raised the sewer fees and
because he has seven bathrooms, he is
going to end up paying $120 a year
more, so we should give him relief. The
guy living in the place where he has a
two-bedroom bungalow, trying to fig-
ure out how to pay the electric costs
and the heat because of the energy
prices going up, we will rip our hair out
to decide whether or not, my God, do
we continue this relief we have for peo-
ple—

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

Mr. BIDEN. May I have 2 more min-
utes?

Mr. SCHUMER. I can yield the Sen-
ator 1 more minute.

Mr. BIDEN. I thank the Senator.

Mr. President, the bottom line is
that this is a vote about values. This is
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a way to define, very simply, what you
value most. If you value giving 5-per-
cent relief to people with estates over
$3 million, instead of 3 percent, more
than you value allowing tens of thou-
sands of Americans to get up to $3,300
in relief on their taxes, which can be to
do everything from paying tuition to
paying the light bill, middle-class fam-
ilies, then vote against us.

Make no mistake about it. My friend
from Arizona is right. This is a moral
question. This is about value. I know
where I stand. I am interested to see
where the Senate stands.

The PRESIDING OFFICER. Who
yields time?

Mr. GRASSLEY. Mr. President, while
I am waiting to yield some time to
Senator NICKLES, there is a certain un-
fairness about the death tax that I will
present to my colleagues for consider-
ation. Based on the recent speeches,
though, I am not sure it is going to
make much difference.

You can have two people who,
throughout a lifetime, make the same
amount of money. They are all taxed
when they make it at the income tax
levels. You can have this family over
here living very conservatively, mod-
erately—you might even say miserly—
and leave a big estate. You can also
have this family over here that spends
their money as quickly as they get it,
buying a big boat, a big camper,
partying every night, womanizing
every night, not leaving one penny to
their heirs.

This family has been taxed once
throughout their lifetime on that
money. This family over here has been
taxed exactly the same way when it
was made, and then, just because they
were very careful how they lived, they
are going to be taxed again when they
die. What is the fairness about that
sort of taxation?

We ought to reward thrift. We ought
to discourage this sort of activity over
here where people are living for today
and forgetting about tomorrow and re-
ward the people who look to the future
and are concerned about their children
and grandchildren. It seems to me
there ought to be some reward for that.

As long as I have been in Congress,
my belief is that no American family
should be forced to pay up to 60 percent
of their savings, their business, or their
family farm in taxes when they die. No
taxpayer should be visited by the un-
dertaker and the tax collector at the
same time. No tax should be greater
than 50 percent.

I have heard from hundreds of Amer-
ican taxpayers saying that all their
lives they had saved for their children
and grandchildren’s college education.
They have worked overtime and saved
all their money, and now the death tax
is going to take over 50 percent of their
savings that was going to pay for other
college tuition for relatives.

Remember that the b50-percent tax
rate starts at $2 million. You can pay a
lot of college education on that kind of
savings.
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Let our American taxpayers Kkeep
their savings and pay their grand-
children’s tuition. Do not steal the
American dream from these families
that have lived conservatively and
worked just as hard as other people
who leave nothing and pay taxes once.

Remember, a $3 million estate will
pay the Government in death taxes
over $1 million. That will pay a lot of
tuition as well.

This amendment will control the
lives of Americans by only reducing
the death tax to 53 percent. Let Amer-
ican parents and grandparents keep
their savings. No tax should be greater
than 50 percent.

Once again, how much tax is too
much for people who want to tax in-
come and estates at a higher rate? It is
obvious Senator SCHUMER thinks that
53 percent on the estate of these people
who have not spent all their money and
who save it is legitimate. I do not hap-
pen to think so.

I do not understand how a person who
talks about fairness can say that a
family who has had good income
throughout their lives and has not
saved one penny should only be taxed
once, and another family that has the
same income and paid the same income
tax on it as this other family, but be-
cause they wanted to live carefully,
moderately, miserly, and save their
money for whatever they wanted to
save it for, they should be taxed again.
There ought to be some reward for not
living just for today and forgetting
about tomorrow. I will vote no on this
amendment, and I urge my colleagues
to do the same.

I need to tell my colleagues that I
have received hundreds of phone calls
and letters from people who are par-
ticularly in the World War II genera-
tion. Only this morning we were re-
minded by Senator STEVENS that these
World War II veterans are dying by the
thousands every day, and they cannot
wait 10 years for death tax reform.

They tell me they have been morally
responsible citizens, and they are
angry that the last 40 or 50 years of
their savings, having lived carefully
and having worked hard, will be stolen.
They are angry that the Federal Gov-
ernment will not let them educate
their children and grandchildren so
they are not forced for yet another
generation working 60 hours a week.
The World War II generation wants to
help their grandchildren stay in the
middle class without mountains of
debt.

Mr.
yield?

Mr. GRASSLEY. College education is
a good goal, but let the American tax-
payers make their own decisions. No
tax should be greater than 50 percent. I
yield the floor.

Mr. SCHUMER. Will the Senator
yield for a question?

Mr. GRASSLEY. I yield the floor.

The PRESIDING OFFICER. Who
yields time?

Mr. SCHUMER. I yield myself 30 sec-
onds. That was a very good speech, and

SCHUMER. Will the Senator
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I believe it, too. The number of estates
in the Senator’s State of Iowa that
paid an estate tax of more than $56 mil-
lion—we are debating $3 million, so
this is probably a little low—is 23. That
speech was given for approximately 35
families a year in Iowa, the very
wealthiest, instead of the tens of thou-
sands of grandparents of World War II
veterans, such as my father, who have
to struggle to put their kids and
grandkids through college. Thirty fam-
ilies in Iowa, estate tax reduction; tens
of thousands, college tuition reduction.
Choices.

We would all like to reduce every
tax. Which do you choose?

I yield 4 minutes to my friend from
North Dakota.

Mr. DORGAN. Mr. President, we have
every right to come to this Chamber
and change this tax bill. It was written
in the Finance Committee. We as Mem-
bers of the Senate have a right to say
we have better ideas.

I will talk about this so-called death
tax. The term ‘‘death tax’ was created
by a Republican pollster. It is a won-
derful moniker for the estate tax. Mr.
President, I am going to give my col-
leagues a chance to vote on something
that solves all their problems.

Talk about family farms and small
businesses, I am going to offer an
amendment that repeals the estate tax
for all family farms and all family
businesses regardless of size as long as
they are passed along to descendants
and continue to operate as an enter-
prise. Total repeal. My amendment
also would increase the general unified
estate credit that is available to every-
one to $8 million for a husband and
wife; $4 million each.

The only estates we are talking
about will be over $8 million. And if
one comes out and talks about family
farms and family businesses. It does
not apply. They are already repealed.

The question before my colleagues
now is the amendment offered by Sen-
ator SCHUMER, and it is about choices.
Regrettably, it is about selfish choices.
It is about choosing to allow families
to deduct tuition expenses for their
children versus a choice that was made
in the Finance Committee to repeal
the estate tax and reduce the rate.
They said, no, holding on to that repeal
is more important than providing the
full tuition deduction.

Look, there are a lot of families in
this country who scrape and struggle
trying to figure out how to send their
kids to college. It may not be true with
some Members of the Senate, but it is
true with almost every family in this
country. They are struggling to figure
out how to send their kid to college.
What do they mortgage? Often they
mortgage everything they have to find
the money to send their kid to school
because they are not going to say no to
a kid who deserves the opportunity to
get a higher education.

What Senator SCHUMER says, what I
say, and what my colleagues say is the
value of deciding that we ought to
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allow the deduction for college tuition
is something that enhances our chil-
dren; it invests in our future. It is the
right choice, not the selfish choice.

He is weighing it against the issue of
a top rate reduction in the estate tax
for only the wealthiest estates in the
country.

Guess what. We have people who
stand in this Chamber and say: If you
want to know whose side I am on,
count me in on the side of the people
with the largest estates in America,
and do not count me as standing with
the folks who are struggling to scrape
money together to find a way to send
their kids to school.

Yes, this is about choices. It is about
for whom you stand. Whose side are
you on? No, that is not class warfare.
We have already chosen what class
here. The Finance Committee chose
the class way up here with assets where
they do not have to worry about where
they get the money. That money was
banked years ago to send their kids to
the best colleges in the world. And God
bless them, good for them.

Senator SCHUMER says—and I say,
too—there are millions of families out
there who do not have the resources.
They worked hard, struggled hard, and
they want a good education for their
family, too. They want a good edu-
cation for their kids. They want an op-
portunity for their children.

One way to help them provide that
opportunity is to allow them to deduct
the cost of their tuition expense of
sending their children to college. Gosh,
I do not understand sometimes, I guess,
when people say: We have written this
bill. This is our choice. We do not ap-
preciate you coming up here requiring
us to make votes on tough choices.

That is exactly what politics is. That
is what this process is about.

I say to the Finance Committee: You
made the wrong choice. We have a
right to ask the Senate to make the
right choice on behalf of America’s
families and on behalf of America’s
children.

This is not going to stop. We have a
lot of amendments. A number of people
have amendments. I have amendments
that I think will dramatically improve
this bill. This amendment is among the
most important amendments on which
we will vote. I hope we have a strong
vote in support of the Schumer amend-
ment.

The PRESIDING OFFICER. Who
yields time?

Mr. BAUCUS. How much time re-
mains?

The PRESIDING OFFICER. There
are 7 minutes for the sponsor, and the
opponent has 22 minutes.

Mr. DORGAN. Will we be expecting a
vote at the conclusion of the time on
this amendment?

The PRESIDING OFFICER. That
would be anticipated.

Mr. BAUCUS. I don’t know. Perhaps
the Senator from Nevada and others
know what the leadership’s view is on
the timing of the vote of the next
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amendment. Perhaps the Senator from
Nevada can shed some light.

Mr. REID. I was going to wait until
the time expires to ask the same ques-
tion. We would like to have a vote.
Senator BYRD indicates he does not
want the votes stacked. We would like
to vote and move on.

Mr. DORGAN. Further parliamentary
inquiry: Have the yeas and nays been
ordered on the amendment?

The PRESIDING OFFICER. They
have not been ordered.

Mr. SCHUMER. Mr. President, I ask
that the yeas and nays be ordered.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second. The yeas
and nays are ordered.

Mr. NICKLES. Mr. President, I thank
my colleagues and urge strong opposi-
tion to this amendment. It guts the ef-
fort to reduce the so-called estate tax,
the tax on death. Some people say let’s
see if we cannot do more for providing
for interest deductibility on student
loans. I am happy to do it. But this is
not the way to pay for it. Maybe we
can do it without an offset. Maybe we
can find another offset. I am happy to
try to find a different offset—or maybe
no offset altogether.

Why do we do this? We are at $1.35
trillion. I guess the cost is $11 billion
or $12 billion. Maybe we can add to the
cost of the bill—that is one way—or
find an offset. I can think of things in
the bill that are not quite as meri-
torious as an estate tax deduction. I
believe it is unconscionable we will
take over half of somebody’s estate be-
cause they die.

In many cases, in an estate there is a
business or operation and someone
wants to continue operations, and we
will say: We don’t care; we want half of
it. Somebody died but give the Federal
Government half.

The bill we have is rather timid in
what it does. I remember the former
Senator from Illinois, Carole Moseley-
Braun, agreed we should not have a
death tax exceeding the maximum tax
rate on personal income tax, which is
39.6. We didn’t even do that in this bill.
We didn’t even do that. President Clin-
ton said maybe we shouldn’t have
death taxes exceeding the personal in-
come tax rate. For all the talk about
the grand estate tax reduction and all
the benefits, all we do is, the tax pres-
ently starts at 60 percent and we get it
to 45 percent, and then for a grand 9-
month period we get it repealed.

But my colleague’s amendment says
let’s stop and keep the tax at 53 per-
cent. As soon as you have a taxable es-
tate, it is taxed at 53 percent. There
will be no tax once you reach that $2
million exemption; the Federal Gov-
ernment gets half.

Let’s just assume you have a res-
taurant in New York City and that res-
taurant is worth $56 million and some-
body passes it on, maybe to a third
generation, and the grandson wants to
continue operating the restaurant
worth $6 million. Uncle Sam says, no,
we want half.
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I think that is wrong. I urge my col-
leagues to vote against this amend-
ment when and if we get to a vote on
it. I urge Members to vote no because
the pay-for is wrong. We can perhaps
work together to find another vehicle
or another way to pay for it. It is not
that expensive an amendment. The ef-
fect of the amendment is to gut the es-
tate tax reform we have in this bill. It
guts it. This is a whole lot of the bipar-
tisanship we have, where we have
Democrats and Republicans who have
come together to say let’s reduce the
estate tax.

Mr. SCHUMER. Will the Senator
yield?

Mr. NICKLES. I will yield in a mo-
ment.

Mr. SCHUMER. I appreciate that.

Mr. NICKLES. Last year we passed a
bipartisan bill, with 59 votes in the
Senate, to repeal the death tax. This
amendment says let’s not do that; stop
at b3 percent; the Government is enti-
tled to take over half.

I think this is a terrible pay-for. It is
a terrible offset. It is class warfare
rhetoric at its worst. It is not the way
to do it or to pay for it. My colleague
from New York would work with us,
like our colleague from New Jersey.
Let’s work together, and maybe we can
figure out a way to do this to expand
the interest deduction for all Ameri-
cans. I am happy to work with our col-
leagues to do that. I think you will find
bipartisan support for doing it. But not
at the expense of gutting the reduction
we have in one of the most unfair taxes
on the books, the so-called death tax.

It is absolutely unconscionable we
will tell people who are farming that
their farm or ranch happens to be
worth $3 or $4 or $56 million and the
Federal Government is entitled to take
half. I think it is wrong.

I urge my colleagues, because some-
body asked for the yeas and nays on
the Schumer amendment, vote it down.
Then we can come back. I will be happy
to support an amendment that will in-
crease the interest deduction and have
a different pay-for than what is in here.
The way this amendment is paid for is
grossly unfair to millions of small busi-
nesses all across the country that are
trying to build and pass on their busi-
ness to their kids. This amendment is
unfair, and it should be defeated. Let’s
find a different pay-for or offset it in a
different way, in a different manner,
not in the manner proposed by my col-
league from New York.

I will be happy to yield.

Mr. SCHUMER. I thank the Senator.
I appreciate our difference of opinion.

My question to my friend from OKla-
homa is this: Since the framers of the
bill who are largely from his side chose
not to repeal the so-called death tax
until 2011, how the heck—and his main
speech was aimed at repeal, the res-
taurant in New York City, et cetera.
Whether we tax at 45 percent or at 55
percent, they are going to have to do
something bad for their business when
the estate occurs.
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How the heck does reducing that top
rate on estates over $3 million, instead
of from 55 to 45, but from 55 to 53, while
we keep the same date of repeal as the
framers of this compromise chose—how
the heck does it gut the estate tax?

One other question: In the State of
Oklahoma, the number of estates that
would be affected on an annual basis—
I don’t know the exact number. I know
the numbers that are valued over $5
million. This would be over $3 million.
Affected by this amendment for estates
over $5 million, there are 28. That is it.

Mr. NICKLES. Is the Senator on my
time or your time?

Mr. SCHUMER. Your time.

Mr. NICKLES. Then I will answer.
My colleague could not be more wrong.
The Senator does not understand the
essence of estate if you think there are
only 28 Oklahomans who have estates
over $5 million. There are millions of
estates, millions of estates in this
country right now, that are effectively
wasting a lot of time, energy, and re-
sources to avoid paying this unfair, pu-
nitive tax. There are probably millions
in your home State, millions in your
State alone.

Let me give an example. I used to
own and operate a small business. It
wasn’t in this valuation, but it comes
out on occasion when someone suffers a
death and finds Uncle Sam wants a
third or half. You don’t want to have
that happen again. You go to great
lengths to make sure it doesn’t happen
again. So if you think this only applies
to a few, you are sadly mistaken—abso-
lutely mistaken.

There is more energy and effort used
in spending to avoid this tax than prob-
ably any other tax in America because
it is unfair. I was third generation in
the company I managed, Nickles Ma-
chine Corporation. I managed it for
several years and am proud of it. I had
nephews managing until recently. It is
difficult to pass on a business to suc-
ceeding generations if Government
comes in and takes half every time one
person in a generation passes away. It
is next to impossible.

To think we have calculated that
there are only so many taxable estates
misses the whole point. There are mil-
lions of businesses, farms, ranches, and
so on, where people are working ag-
gressively to build, maybe get in that
category, maybe they are not. But they
do not want to be caught. They do not
want to be stuck. They do not want
their children to have to sell to pay
taxes to the Federal Government.

Mr. SCHUMER. Will the Senator
yield?

Mr. NICKLES. I am happy to yield.

Mr. SCHUMER. I just asked a dif-
ferent hypothetical. The 28 is a number
per year—obviously there would be
some more; it is hard to believe it
would be millions in the State of Okla-
homa, when there are only 28 a year.
My question is a different question.

I sympathize with what the Senator
says, in terms of people having to sell
a business to pay for the tax. That is a
different issue. That deals with repeal.
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Our amendment does not address re-
peal. It simply says, instead of low-
ering the rate from the top rate, which
is for estates over $3 million, from 55
percent to 45 percent, we lower it from
55 percent to 53 percent, still a low-
ering, because we have to make
choices. We would rather help the fam-
ily making $80,000 send their kids to
college.

How does the tax change deal with
that?

Mr. NICKLES. I will reclaim my
time. I am not waiting for my col-
league to make a speech. I think it is
absurd for someone to say: We are just
going to reduce the rate to 53 percent;
we are going to reduce the tax 2 per-
cent for the upper end estates and, oh,
sure, at end of that time we are going
to repeal it. I don’t think so. I don’t
think that is credible.

For someone to suggest we are still
really for repeal but we are going to
keep the rate at 53 percent, I do not
think is credible. It is not going to hap-
pen.

Back to this idea of how many es-
tates, you might say in 1 year there
were 28 taxable estates above $5 mil-
lion, but I tell you there are thousands
of estates that are subjected to this tax
that are trying to avoid this tax, try-
ing to minimize this tax; thousands in
my State, millions in your State—mil-
lions? Surely a million. There are thou-
sands in Northern Virginia. You don’t
have to go very far. You are talking
about taxable estates around this area,
if you look at high priced neighbor-
hoods where the Government comes in:
Oh, the Government is entitled to take
half of that house or half of that prop-
erty or half of that business because
somebody passes away? What right
does Government have to get 53 per-
cent of somebody’s estate? It is just ab-
surd. It should be unconscionable.

I go back to our friend, who is not
the most conservative Senator with
whom we had the pleasure of serving,
the Senator from Illinois, Carol
Moseley-Braun. We agreed we should
not tax estates more than we have on
personal income tax. I believe Presi-
dent Clinton said the same thing. That
rate is 39.6. The amendment of my col-
league from New York says, let’s keep
it at 53. And 53 is too high. I urge my
colleagues, if you think the amend-
ment is laudable for the deduction of
student loan interest, I may well agree
with you but not at this offset, not to
gut the estate tax, not when the estate
tax is one of the pillars of this bill,
both for this President and this Con-
gress and the past Congress.

So let’s not gut the bill. Let’s find
another way. Again, we are going to
find out if people want to legislate or
people want to try to defeat the bill. I
urge my colleagues, work with some of
us who want to see a bill enacted and
signed into law. We will work to find a
way to have greater student loan de-
ductibility. We can do that. We can do
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it with 60 votes. And you will not have
half the Senate going berserk.

But I tell you this amendment, to
gut the estate tax reduction, will not
finally be successful. We are going to
figure out a way to have a significant
reduction in estate taxes. That is part
of what a lot of us have been working
on for decades. It is what we passed
last year. We are going to get it done
this year.

I urge my colleagues, let’s find an-
other offset. If we have to, let’s defeat
the Schumer amendment and then we
can come back and do something more
on student loan deductions without
gutting the estate tax deduction we
have in the present bill.

I yield the floor.

The PRESIDING OFFICER. Who
yields time?

Mr. SCHUMER. How much time is
there on each side, Mr. President?

The PRESIDING OFFICER. Nine and
a half minutes on this side and about 7
minutes on the Senator’s side.

Mr. SCHUMER. Does the proponent
of the amendment have the right to
conclude?

The PRESIDING OFFICER. There is
no such right.

Mr. SCHUMER. I would like to con-
clude.

Mr. BAUCUS. The Senator can ask
unanimous consent that he have the
last statement, whatever he wants to
do.

Mr. SCHUMER. I ask unanimous con-
sent I have the last word on this
amendment, at least until the vote.

The PRESIDING OFFICER. Is there
objection?

Mr. NICKLES. Reserving the right to
object, what was the request?

The PRESIDING OFFICER. The Sen-
ator will restate his request.

Mr. SCHUMER. 1 simply asked—
there are 9 minutes left on the oppo-
nents’ side, 7 minutes for the pro-
ponent—unanimous consent I have the
right to conclude.

Mr. NICKLES. I object.

The PRESIDING OFFICER. Objec-
tion is heard. Who yields time? Who
yields to the Senator from New Hamp-
shire?

Mr. GRASSLEY. I yield to the Sen-
ator from New Hampshire whatever
time he might want right now.

The PRESIDING OFFICER. The Sen-
ator from New Hampshire.

Mr. GREGG. I ask unanimous con-
sent to set aside this amendment, re-
serving the time in its present posi-
tion, so I may call up my amendment
and speak to it for 5 minutes and ask
for the yeas and nays.

The PRESIDING OFFICER. The Sen-
ator from Nevada.

Mr. REID. Reserving the right to ob-
ject, I want the time to run on the
amendment that is now here. We want
to be able to vote now.

If the Senator from New Hampshire
wants to set this aside and offer his
amendment for 5 minutes and have the
time count off those who oppose the
Schumer amendment, that is fine. But
otherwise I object.
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Mr. GREGG. I withdraw my request.
I don’t want to prejudice either side as
to their time, 9 minutes and 7 minutes
that I know is going to be consumed
with brilliance.

Mr. GRASSLEY. I suggest the ab-
sence of a quorum.

The PRESIDING OFFICER. Without
objection, the request is withdrawn.

Mr. GRASSLEY. I suggest the ab-
sence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceed to call the roll.

Mr. REID. Mr. President, I ask unan-
imous consent the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Is there
objection?

Mr. GREGG. I object.

The PRESIDING OFFICER. Objec-
tion is heard.

The assistant legislative clerk con-
tinued the call of the roll.

Mr. REID. Mr. President, I ask unan-
imous consent the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Is there
objection?

Mr. GREGG. I object.

The PRESIDING OFFICER. Objec-
tion is heard.

The assistant legislative clerk con-
tinued the call of the roll.

Mr. REID. Mr. President, I ask unan-
imous consent the order for the
quorum call be rescinded.

Mr. GREGG. I object.

The PRESIDING OFFICER. Objec-
tion is heard.

The assistant legislative clerk con-
tinued the call of the roll.

Mr. GRASSLEY. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. GRASSLEY. Mr. President, I ask
unanimous consent that the pending
amendment by Senator SCHUMER be
laid aside and that a vote occur in rela-
tion to the amendment at 7:45 p.m.
with no second-degree amendment in
order prior to the vote. I further ask
unanimous consent that the amend-
ment be laid aside following the 5 min-
utes for Senator SCHUMER in order for
Senator GREGG to offer an amendment
and, following that time, the Gregg
amendment be laid aside and Senator
CARNAHAN be recognized to offer her
amendment.

Mr. REID. Reserving the right to ob-
ject, I think we have agreement, but in
speaking to my friend from Oklahoma,
it is my understanding that Senator
SCHUMER’s 5 minutes would be at 7:40, 5
minutes before the vote, the same
amount of time.

Mr. NICKLES. I would ask that both
sides would have 5 minutes prior to the
vote.

Mr. REID. No problem.

Mr. KERRY. Reserving the right to
object, may I ask: Is the Carnahan
amendment under any Kkind of time
agreement at this point? I ask the Sen-
ator from Iowa.
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Mr. GRASSLEY. Under the rules, it
would be 1 hour on each side on the
Carnahan amendment.

Mr. REID. Mr. President, reserving
the right to object, I didn’t mean to
interfere. Did the Senator from Massa-
chusetts finish his reservation?

Mr. KERRY. The question has been
answered.

Mr. REID. Mr. President, one thing
that we want to accomplish, if Senator
GREGG lays down his amendment, I
hope we don’t need his consent every
time someone wants to offer an amend-
ment. I don’t think that is the intent
of the Senator from New Hampshire.

Mr. GREGG. Mr. President, as I un-
derstand it, reserving the right to ob-
ject, my amendment would then be the
pending amendment. At some time I
would have the right to return to my 2
hours of debate on the amendment, but
I would not ask for consent for people
to set it aside.

Mr. BAUCUS addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Reserving the right to
object, I don’t think that is a tenable
position for the committee to be in be-
cause any time we want to go to an-
other amendment, the Senator from
New Hampshire would have the right
to object. I think it is all right, if we
can agree to an agreement that the
amendment of the Senator from New
Hampshire could be next but not that
it be laid aside in a manner where he
could object to any subsequent amend-
ment that might be offered.

Mr. GREGG. If the Senator would
allow me to suggest, the way to resolve
this would be to amend the unanimous
consent request so that we could re-
turn to my amendment at some point
during the furtherance of debate for a
period of an hour equally divided, and
then I would waive my rights that the
Senator wishes to have waived.

(Mr. ALLEN assumed the chair.)

Mr. REID. Mr. President, speaking
for someone who is not managing the
bill, and with the consent of Senator
BAucus, if the Republicans want to
make that as one of their amendments,
that would be fine. We have no problem
with that. We believe the two man-
agers should be managing the bill. If
your side agrees you should be one of
the next amendments, we have no prob-
lem with that.

Mr. BAUCUS. Reserving the right to
object, Mr. President, if the Senator
wants his amendment to be the next
amendment under consent, that would
be fine but not to be laid aside, which
puts the Senator in the position to be
able to object any time another amend-
ment might arise.

Mr. REID. Reserving the right to ob-
ject, we have no objection if the Sen-
ator wants a vote prior to the Carna-
han amendment. The Republicans have
a right to be next.

Mr. GREGG. I would like to get it in
the queue, and I would like to be recog-
nized for an hour at some point, and I
don’t have to have the preferential sta-
tus in order to accomplish that. I
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would be willing to work out a way to
accomplish that.

Mr. NICKLES. Mr. President, I think
we can agree to this and have the
agreement be that the manager of the
bill, Senator GRASSLEY, will determine
in which order the amendment will be
considered.

Mr. BAUCUS. Mr. President, reserv-
ing the right to object, I will object if
the effect of the consent is that an ob-
jection can be raised to laying aside
the Senator’s amendment whenever a
subsequent amendment might be of-
fered.

Mr. NICKLES. Mr. President, might I
suggest that the amendment be laid
aside subject to recall by the manager
of the bill, Senator GRASSLEY.

Mr. BAUCUS. Reserving the right to
object.

Mr. NICKLES. Subject to the discre-
tion of the two managers.

Mr. BAUCUS. Subject to the discre-
tion of the two managers.

Mr. GREGG. We will have an oppor-
tunity to debate the amendment at
some point?

Mr. BAUCUS. At some point, yes. Mr.
President, reserving the right to object
again, the Senator well knows the
clock is ticking. He may not have the
time to debate his amendment if he is
at the end when the clock has finally
ticked down.

Mr. GREGG. That is, quite obviously,
my concern.

Mr. BAUCUS. Mr. President, I do not
object, with the understanding that if
the Senator wishes to bring up his
amendment, it is in consultation with
the Senator from Iowa as well as my-
self.

Mr. REID. Mr. President, if I could, I
think it is the intention of everyone
here that you would be one of the next
Republican amendments in order.

Mr. GREGG. I take that representa-
tion from the Democratic leader that I
would be the next Republican amend-
ment in order, or one of them. Recog-
nizing his credibility on that point, I
will accept that.

The PRESIDING OFFICER. Is there
objection to the request as modified?

Without objection, it is so ordered.

AMENDMENT NO. 656

Mr. GREGG. Mr. President, I send up
my amendment No. 656.

The PRESIDING OFFICER. The
clerk will report.

The senior assistant bill clerk read as
follows:

The Senator from New Hampshire [Mr.
GREGG], for himself, Mr. ENSIGN, Mr.
ALLARD, Mr. KyvL, Mr. BUNNING, and Mr.
ALLEN, proposes an amendment numbered
656.

Mr. GREGG. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To provide a temporary reduction

in the maximum capital gains rate from 20

percent to 15 percent)

At the end of subtitle A of title VIII, add
the following:
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SEC. . TEMPORARY REDUCTION IN CAPITAL
GAINS RATE.

(a) REDUCTION IN MAXIMUM RATE.—The fol-
lowing sections are each amended by strik-
ing ‘20 percent’ and inserting ‘‘15 percent’’:

(1) Section 1(h)(1)(C).

(2) Section 55(b)(3)(C).

(3) Section 1445(e)(1).

(4) The second sentence of section
7518(8)(6)(A).
(6) The second sentence of section

607(h)(6)(A) of the Merchant Marine Act, 1936.

(b) TRANSITION RULES FOR TAXABLE YEARS
WHICH INCLUDE JUNE 1, 2001.—For purposes of
applying section 1(h) of the Internal Revenue
Code of 1986 in the case of a taxable year
which includes June 1, 2001—

(1) The amount of tax determined under
subparagraph (B) of section 1(h)(1) of such
Code shall be the sum of—

(A) 10 percent of the lesser of—

(i) the net capital gain taking into account
only gain or loss properly taken into account
for the portion of the taxable year on or
after such date (determined without regard
to collectibles gain or loss, gain described in
section (1)(h)(6)(A)(i) of such Code, and sec-
tion 1202 gain), or

(ii) the amount on which a tax is deter-
mined under such subparagraph (without re-
gard to this subsection), plus

(B) 10 percent of the excess (if any) of—

(i) the amount on which a tax is deter-
mined under such subparagraph (without re-
gard to this subsection), over

(ii) the amount on which a tax is deter-
mined under subparagraph (A).

(2) The amount of tax determined under
subparagraph (C) of section (1)(h)(1) of such
Code shall be the sum of—

(A) 15 percent of the lesser of—

(i) the excess (if any) of the amount of net
capital gain determined under subparagraph
(A)({) of paragraph (1) of this subsection over
the amount on which a tax is determined
under subparagraph (A) of paragraph (1) of
this subsection, or

(ii) the amount on which a tax is deter-
mined under such subparagraph (C) (without
regard to this subsection), plus

(B) 20 percent of the excess (if any) of—

(i) the amount on which a tax is deter-
mined under such subparagraph (C) (without
regard to this subsection), over

(ii) the amount on which a tax is deter-
mined under subparagraph (A) of this para-
graph.

(3) For purposes of applying section 55(b)(3)
of such Code, rules similar to the rules of
paragraphs (1) and (2) of this subsection shall
apply.

(4) In applying this subsection with respect
to any pass-thru entity, the determination of
when gains and loss are properly taken into
account shall be made at the entity level.

(5) Terms used in this subsection which are
also used in section 1(h) of such Code shall
have the respective meanings that such
terms have in such section.

(¢) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to sales or exchanges
made—

(A) on or after June 1, 2001, and

(B) in taxable years beginning before Janu-
ary 1, 2004.

(2) WITHHOLDING.—The amendment made
by subsection (a)(3) shall apply to amounts
paid on or after June 1, 2001.

Mr. GREGG. Mr. President, I offer
this amendment on behalf of myself,
Senators ENSIGN, ALLARD, KyYL, and
BUNNING.

This amendment is a capital gains
cut over a 2V-year period. I think there
has been a great deal of discussion
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about the stimulus effect of this tax
cut and whether or not this economy,
which is beginning to slow, is going to
be effectively boosted by the economic
activity that will be generated by this
tax cut.

Clearly, the frontloading of the $85
billion in tax cut assistance into this
year is going to be a very positive
event. But a capital gains cut has been
shown historically to be the most posi-
tive unlocker of the economic vitality
and energy of the American economy.
A capital gains cut frees up the capital
of the marketplace that is being locked
down because of people concerned
about the cost of selling their assets—
it frees up that capital to be reinvested
in the marketplace and to multiply the
economic activity of the country, and
to create energy and therefore pros-
perity in the markets and in our coun-
try.

This sunsets effective December 31,
2003. The reason this is a 2%-year cap-
ital gains rate cut, from 20 percent to
15 percent, is because a 2%-year rate
cut actually generates positive income
to the Treasury. For those 2% years,
money will actually be flowing into the
Treasury in a positive way. It is not a
tax loser. It is not a revenue loser dur-
ing that period.

In fact, historically, there is very
strong evidence—specific evidence—
that a capital gains cut is never a rev-
enue loser for the Treasury and, in
fact, always generates so much more
economic activity than it does in lost
revenue that the additional economic
activity has historically generated
more tax revenues than the revenues
that might have been lost as a result of
the rate cut.

So cutting the capital gains rate is a
double winner. It will energize signifi-
cant economic activity in the market-
place. Therefore, by unlocking assets
that have been held down because peo-
ple have been concerned about having
to pay extraordinary taxes to free
them up, it will allow people to then
take those moneys and reinvest them
into the economy, which means you
will have more capital out there, more
activity, more jobs, and more pros-
perity.

Secondly, it is a winner because it
energizes revenue into the Federal
Treasury. Therefore, it is positive for
us as a Government because we will
have those revenues to be used in order
to benefit the citizenry through other
activity of the Government, whether it
happens to be other tax cuts which we
can put in place, or ideas such as the
one the Senator from New York is try-
ing to pass at this time.

So this concept of a capital gains cut
makes a great deal of sense, and the
reason we have put it under a short
timeframe, under a sunsetted provi-
sion, is to accomplish it in a way that
absolutely guarantees that people are
going to take advantage of this oppor-
tunity quickly. And that will imme-
diately generate economic activity
within the American economy.
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So I appreciate the support of my fel-
low Senators, Senators ENSIGN,
ALLARD, KYL, and BUNNING on this
point. I understand we are going to be
able to come back to this issue and de-
bate it at some length.

At this time, I ask for the yeas and
nays on the amendment.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

Mr. GREGG. Mr. President, I yield
the floor.

The PRESIDING OFFICER. The Sen-
ator from Nevada is recognized.

Mr. BAUCUS. Mr. President, I don’t
see any Senators who want to speak.
We have an order that there will be a
vote at 7:45.

Mr. GREGG. Will the Senator from
Montana yield so I might add an addi-
tional cosponsor?

Mr. BAUCUS. Yes.

Mr. GREGG. I ask unanimous con-
sent that Senator ALLEN be added as a
cosponsor of my amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The PRESIDING OFFICER. The Sen-
ator from Nevada.

Mr. REID. Mr. President, the Senator
from Missouri is on her way. She was
just notified. She is in the order to
offer the next amendment. In fairness
and in an effort to move this along, I
ask unanimous consent that the time
during the quorum call run against her
amendment, and I suggest the absence
of a quorum.

The PRESIDING OFFICER. Without
objection, it is so ordered. The time
will be so charged. The clerk will call
the roll.

The legislative clerk proceeded to
call the roll.

Mr. REID. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. REID. Mr. President, my fellow
Senator from the State of Nevada wish-
es to speak on Senator GREGG’s time,
so the time is not running against Sen-
ator CARNAHAN.

The PRESIDING OFFICER. The Sen-
ator from Nevada, Mr. ENSIGN.

Mr. ENSIGN. Mr. President, I rise in
strong support of the amendment of-
fered by Senator GREGG to cut the cap-
ital gains tax rate from 20 percent to 15
percent. I truly believe of all of the
economic stimulus that needs to hap-
pen through a tax cut, there is none
more important that we can do as a
Senate than to cut the capital gains
tax rate from 20 percent to 15 percent
and the lower rate from 10 percent to 8
percent.

If any of our colleagues had read the
Wall Street Journal this Monday, not
only was there an excellent op-ed by
several authors that illustrated how
much revenue would be produced if we
cut the rates at which capital gains are
taxed, but also on the front page of the
Wall Street Journal there was an arti-
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cle talking about the various States
whose revenues are going to have seri-
ous shortfalls, including the State of
California, simply because of the prob-
lems in the stock market.

The State of California probably is
going to suffer worse than any other
State because many of the high-tech
companies in these States are paying
in stock options. When those stock op-
tions are exercised, their employees ac-
tually pay ordinary income taxes.
Those income taxes also usually have a
State income tax, as is the case in Cali-
fornia, and because the stock market
has been depressed for the past 6
months, and it looks like for quite a
bit of this year, none of these stock op-
tions is worth anything, so the employ-
ees cannot exercise the stock options.
Therefore, States such as California
are having serious budget shortfalls.

Not only to stimulate the economy is
a capital gains tax rate reduction abso-
lutely necessary, but it is also impor-
tant to many of the States’ budgets,
including the Presiding Officer’s home
State, the State of Virginia, which has
a similar problem. We can help State
budgets not suffer serious shortfalls
this year by cutting the rate on which
capital gains are taxed.

I truly believe it is going to be an in-
credibly important tax cut for us to
enact. Over 10 years it only scores, as
far as what it will cost the Federal
Government, about $10 billion, and I
believe, with all deference to the Joint
Tax Committee, the bean counters over
there who actually score these various
provisions, historically if one looks at
the economic activity that happens
with a capital gains tax rate reduction,
that $10 billion it says is going to cost
the Treasury, it is going to actually
produce more revenue over the next 10
years than it costs the Treasury.

Cutting the rate at which capital
gains are taxed is one of the most im-
portant things in the short term and in
the long term. It makes no sense at all
to even have a capital gains tax, and
the least we can do is to cut the rate.
Most industrialized countries around
the world do not tax capital because
they understand this simple formula,
and I talk to high school students
about this all the time. In order to
have employees, there first have to be
employers. Most people in America un-
derstand that. I am not sure how many
in Congress do but most of the people
in America get that.

In order to have employers, there
first has to be capital. To tax the for-
mation of capital hurts the ability to
have employers, which hurts employ-
ees, thus hurting jobs in America or
wherever capital is taxed. That is the
reason we should someday eliminate
the capital gains tax, but for sure we
should at least decrease the rate to
incentivize people to invest.

Investing creates jobs, and that is
really what it is all about. If we want
to stimulate the economy, this is the
best thing to do.
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I yield the floor and ask other Sen-
ators to support this critical amend-
ment.

The PRESIDING OFFICER. I thank
the Senator from Nevada.

The Senator from Nevada, Mr. REID.

Mr. REID. Senator CARNAHAN is now
here and ready to proceed. Mr. Presi-
dent, I say to Senator CARNAHAN, at
7:35 p.m. the Parliamentarian will, if
the Senator is still speaking, interrupt
her because pursuant to the order there
are 10 minutes prior to the 7:45 p.m.
vote. The Senator has her hour.

The PRESIDING OFFICER. The Sen-
ator from Missouri, Mrs. CARNAHAN.

AMENDMENT NO. 674

Mrs. CARNAHAN. I thank the Chair.

Mr. President, Americans have clear-
ly expressed that they want a tax cut,
and I favor a tax cut as do all Demo-
crats but one that benefits all Ameri-
cans.

The focus of this tax cut debate has
been on marginal rates, which are the
tax rates paid on the final dollar of an
individual or family’s income.

One of the best provisions of the
President’s proposal and the tax cut
constructed by the Finance Committee
is the creation of a new 10-percent mar-
ginal rate that covers taxable income
up to $12,000 for couples. All income-
tax payers receive a $600 tax cut from
this change in the law, whether they
make $50,000 or $500,000.

I come to the Senate Chamber this
evening, however, to correct a serious
inequity in the bill before us. This bill
contains a marginal rate cut for each
group of income taxpayers but one:
couples who have taxable income be-
tween $12,000 and $45,000. This omission
is so glaring that it is worth reviewing
precisely what this bill would do.

Couples with taxable income between
$45,000 and $109,000 would get a mar-
ginal tax rate cut of 3 percent.

Couples with taxable income between
$109,000 and $167,000 would get a mar-
ginal tax rate cut of 3 percent.

Couples with a taxable income be-
tween $167,000 and $297,000 would get a
marginal tax rate cut of 3 percent.

Couples with a taxable income of
over $297,000 would get a marginal tax
rate cut of 3.6 percent.

But couples with a taxable income
between $12,000 and $45,000 would get
absolutely no rate cut for the final dol-
lars of income earned.

Who are these families who are sin-
gled out for virtually no tax cut in this
bill? They have gross incomes of be-
tween $30,000 and $65,000. This is the
heart of the American middle class.
They are Americans who are working
the late night shift at the factories,
they are cops on the beat, and they are
American moms and dads working two
jobs to send their kids to college. They
are family farmers waking up early to
tend their chores.

Mr. President, 72 million American
taxpayers pay a l5-percent tax on their
last dollar of income; 1.7 million Mis-
souri taxpayers fall into this category.
This is 44 percent of all Missouri tax-
payers. These are the folks who work
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hard, play by the rules, struggle to
make ends meet, but then get left out
when it is time to get relief. They do
not have high-priced lobbyists or
groups running television commercials
on their behalf. Why is it that they are
passed over to give such large tax cuts
to couples with taxable income over
$300,000? This is the forgotten Amer-
ican middle class.

The amendment I propose tonight on
behalf of Senator DASCHLE and many of
my colleagues would correct this over-
sight by cutting the 15 percent rate to
14 percent. This can be accomplished
and still cut every other rate by 1 per-
cent.

The top 1 percent of American tax-
payers would still receive substantial
tax relief under this amendment. On
average, our wealthiest taxpayers
would still receive a rate cut of $9,000.
But by adjusting the 15 percent brack-
et, we would be providing middle-class
families $332 in tax relief in addition to
the $600 cut from the creation of the 10-
percent bracket.

Mr. President, Americans expect tax
relief, but they also expect funda-
mental fairness. My amendment would
make this bill fairer. I commend it to
the Senate.

I send the amendment to the desk
and ask for its immediate consider-
ation.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Missouri [Mrs. CARNA-
HAN], for herself and Mr. DASCHLE, proposes
an amendment numbered 674.

Mrs. CARNAHAN. Mr. President, I
ask unanimous consent reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

On page 9, strike lines 5 through 12 and in-
sert the following:

‘‘(2) REDUCTIONS IN RATES AFTER 2001.—

‘“(A) IN GENERAL.—Each rate of tax (other
than the 10 percent rate) in the tables under
subsections (a), (b), (¢), (d), and (e) shall be
reduced by 1 percentage point for taxable
years beginning during a calendar year after
the trigger year.

‘(B) TRIGGER YEAR.—For purposes of sub-
paragraph (A), the trigger year is—

‘(i) 2002, in the case of the 15 percent rate,

‘“(ii) 2003, in the case of the 28 percent rate,

‘‘(iii) 2004, in the case of the 31 percent
rate,

‘“(iv) 2005, in the case of the 36 percent rate,
and

“(v) 2006, in the case of the 39.6 percent
rate.

“(3) ADJUSTMENT OF TABLES.—The Sec-
retary’’.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, the
main point I make is those who say
this bill does not give any relief to
those in the 15-percent bracket have
not read the bill: That is, the argument
that the 1b-percent statutory rate
should be reduced to 14 percent; other-
wise nobody in the 15-percent bracket
benefits. They say the taxpayers in the
15-percent rate bracket are shorted be-
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cause the statutory rate itself is not
reduced as in this amendment from 15
to 14 percent. This argument fails to
take into consideration the benefits in
this bill that are given to the 15-per-
cent taxpayers.

Simple math will show how wrong
they are. This 1-percent decrease in the
15-percent rate is less than a 7-percent
reduction of the rate itself. It is sim-
ple. Just divide 1 percent by 15 percent
and come up with the 7-percent reduc-
tion I stated.

In contrast, and to show there is a re-
duction in taxes for people in the 15-
percent rate, the Joint Tax Committee
of the Congress—remember, these are
the professionals who are nonpartisan;
they are advising Republicans and
Democrats alike—say the bill before
the Senate provides between 9 percent
for some in the 15-percent bracket and
33 percent of relief for the 15-percent
bracket taxpayer.

It happens that taxpayers in the
lower end of the 15-percent bracket re-
ceived the greatest reduction. That
would be 33 percent; those at the upper
end received the 9-percent reduction.

Of course, this relief is created by the
various benefits in the bill targeted to-
ward taxpayers falling within the 15-
percent rate bracket. Look at the
choice. The amendment on the other
side provides a T7-percent decrease. Our
bill provides 9 percent to 33 percent of
relief.

This ought to seem like a very simple
decision unless you take the position
that we can still do more. Their
amendment provides a mere thimbleful
of tax relief for 15-percent taxpayers.
Their amendment creates a smoke-
screen to try to fool these Americans
into believing they are getting sub-
stantial tax relief.

Under our across-the-board tax relief
package, everyone gets substantial tax
relief. No one is left behind. The aver-
age benefit is a 9-percent reduction in
tax burdens. Those at the lower end in-
come levels get far more than 9 per-
cent. Senator BAUCUS has said 75 per-
cent of the benefits go to taxpayers
making less than $75,000. These are rea-
sons why I hope Members will vote
against this amendment.

I suggest the absence of a quorum
and ask the time be applied equally to
both sides.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The clerk will call the roll.

The legislative clerk proceeded to
call the roll.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BAUCUS. Mr. President, I yield
myself such time as I may consume
from the bill.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, I will
address another matter while we are
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waiting for Senator SCHUMER and Sen-
ator NICKLES to speak with respect to
the Schumer amendment. That will
begin in about 8 minutes. I will make
remarks about another part of this bill,
the provisions of the bill comprising
title XI, the pension provisions.

First, some background. The Amer-
ican people, we all know, have many
wonderful qualities but one of them,
unfortunately, is not personal savings.
People in other countries save more
personally than do Americans. It is a
concern many Members have. A lot of
Members want to use the Code to en-
courage personal savings, and many
provisions do so. During the last 20
years, personal savings rates in our
country have consistently declined
from a peak of under 11 percent of
gross domestic product in the 1970s and
the 1980s to zero or negative today.

Why does this matter? A low savings
rate means people are not putting their
own money away for retirement. Social
Security is helpful. We have other pri-
vate savings provisions such as IRA ac-
counts which are helpful, but the third
leg of the retirement stool is pensions.
The more people have in pensions that
they can rely on for retirement, the
more it will help. That means, impor-
tantly, less dependency on Social Secu-
rity, which many Americans are too
dependent upon.

Sixteen percent of today’s retirees
rely exclusively on Social Security
benefits for their retirement income.
Two-thirds of all retirees today rely on
Social Security for over one-half of
their retirement income, yet Social Se-
curity only replaces an average of 40
percent of a worker’s income because
the program was never designed to be a
retiree’s sole source of support. Retir-
ees continue to rely so heavily on So-
cial Security there will still be far too
many Americans spending their retire-
ment years one step away from pov-
erty.

On top of that, a low savings rate
means less capital is available for new
investment.

America will continue to grow more
if we have capital available for invest-
ment. That is not only physical cap-
ital, it is human capital. Increased cap-
ital for investment is an essential ele-
ment to our international competitive-
ness. Particularly now, at a critical
time, where economic growth is slow-
ing down a bit, something we want des-
perately to turn around, helping more
Americans to save for their retirement
would be a long-term economic stim-
ulus for our country.

Mr. President, I will have further re-
marks. I understand the minority lead-
er is on the floor now and would like to
speak on the amendment offered by the
good Senator from Missouri. So I yield
the floor.

The PRESIDING OFFICER. The
Democratic leader, Mr. DASCHLE.

Mr. DASCHLE. I thank the ranking
member for yielding. Let me inquire of
the Chair how much time remains
under the unanimous consent agree-
ment?
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The PRESIDING OFFICER. The Sen-
ator from Missouri has 51 minutes re-
maining on her amendment. However,
the amendment will be set aside at 7:35
for the Schumer amendment.

Mr. DASCHLE. I thank the Chair.

Mr. REID. Mr. President, if the Sen-
ator from South Dakota, the leader,
wishes 10 minutes or so I am sure we
can put the vote off for however much
time the Senator needs.

Mr. DASCHLE. I thank my dear
friend for his willingness to accommo-
date. I think others have probably
made decisions with regard to sched-
ule. I do not want to adversely affect
their schedules. I will accommodate
the unanimous consent agreement and
just take a couple of minutes now. We
can come back to the debate following
the vote on the Schumer amendment.

Mr. President, I do not know if this
chart has been used so far in the de-
bate, but this chart really says it all.
There are 72 million middle-class tax-
payers who have been skipped over in
this bill. Of all the problems many of
us have with regard to this particular
bill other than its overall size, I think
it is this.

There is no rate cut for those who
fall in the income brackets of most
Americans. I know in South Dakota
this represents about 90 percent of the
people in my State. From $12,000 to
$45,000 net, $12,000 to $65,000 gross,
there is no rate cut. There is a rate cut
in the sense we establish a new rate,
cut from 15 percent to 10 percent, and
that 10 percent goes into effect. But it
is for all of these different categories,
the different rates that we have in our
income tax schedule today.

Everybody gets the value of that new
10 percent rate. The only people who do
not get anything beyond that are those
who fall in this income category,
$12,000 to $45,000. That is the largest
single group of income taxpayers in the
country.

I applaud the distinguished Senator
from Missouri for her amendment and
thank her for offering it because I
think she provides the fix for what is
one of the most glaring inequities in
the entire tax bill that is before us.
What she simply says is, let’s give
those who fall into this rate a tax cut
like everybody else. Let’s reduce their
taxes from 15 percent to 14 percent.
And to pay for it we will accommodate
all of the other cuts as well. But we
will reduce all of those rates by 1 per-
cent. We will reduce the top rate by 1
percent, we will reduce the second rate
by 1 percent, the third and fourth rate
by 1 percent, but everybody then gets a
rate cut of 1 percent.

I think it was President Bush who
said there ought to be no winners and
losers here. You have real losers under
this bill as it is currently written.

What we are trying to say is, if you
really mean what you say about not
having winners and losers, why in the
world would you leave out the 15-per-
cent rate taxpayers? The Senator from
Missouri makes an excellent point. I

CONGRESSIONAL RECORD — SENATE

think, on a bipartisan basis, over-
whelmingly, Republicans and Demo-
crats would want to fix this Achilles’
heel in the bill.

There is a lot of fixing that needs to
be done. But if you are going to start
at the top, at least you would want to
say we cannot accept this. We cannot
tell 72 million Americans they are not
going to get a rate cut like everybody
else. We are not going to say to 72 mil-
lion Americans, you get zero rate cut,
but when you are up here you get a 3 or
maybe even a 4 or 5 percent rate cut, if
some of our colleagues have their way.
How does that make sense?

That is really the essence of the
whole approach to this amendment. I
know my time has expired. I yield the
floor for now.

AMENDMENT NO. 669

The PRESIDING OFFICER. I advise
the Senate that under the previous
order, there are 5 minutes reserved to
each side for final remarks on the
Schumer amendment.

Who yields time?

Mr. BAUCUS. I ask the Chair, under
the consent agreement, is there any
provision as to whether the Senator
from New York or the Senator from
Oklahoma go first?

The PRESIDING OFFICER. There is
none, I say to the Senator from Mon-
tana.

Mr. BAUCUS. I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from New York, Mr. SCHUMER.

Mr. SCHUMER. Mr. President, I
thank my colleagues for what was an
excellent and spirited debate.

This amendment is simple. Let’s reit-
erate just what it does. It allows all
families whose incomes go up to
$130,000 to deduct up to $12,000 of their
tuition costs. It is revenue neutral be-
cause it takes an offset from the high-
est rate of the estate tax, which under
the bill goes down from 55 percent to 45
percent and instead makes it go from
55 percent to 53 percent.

My colleagues, I make two points
here. First, this is desperately needed
by middle class families. American
families who make $40,000 or $50,000 or
$60,000 are up late at night, talking
about how they are going to pay for
their kid’s college. They know college
education is essential to their kid’s fu-
ture. Yet they do not know how they
are going to pay for it.

As a result of the high cost of tui-
tion, which is escalating quicker than
any cost in America, millions of young
American men and women do not go to
college who could, or they go to the
junior college instead of the 4-year col-
lege for which they are qualified. They

downgrade. That hurts them, that
hurts their families, and that hurts
America.

I haven’t heard much debate on the
other side about this being a bad idea.
In fact, the Senator from Oklahoma
and the Senator from Arizona had the
good grace to say it is a good idea. But
they say it destroys the estate tax.

Hogwash. All it does is this: It keeps
the same date for the repeal of the es-
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tate tax as in the bill, 2011. If the peo-
ple on the other side were so eager to
get the estate tax taken down, they
could have done it earlier. They did
not. We leave that decision to them.

All it does, very simply, is lower the
top rate, which is paid only by estates
of $3 million. In every one of our
States, with perhaps the exception of
mine and California, there is no more
than a handful of people who are af-
fected—in mine it is a little more than
a handful each year—and it lowers
their rate. We are not raising any rate.
But it doesn’t lower it as much as was
done in the bill.

This is an issue of choice. It is not a
choice whether or not to repeal the es-
tate tax. Anyone who says that is mis-
stating this amendment, probably by
design. It is, rather, a choice of who
needs more help. The heir of an estate
worth at least $3 million—and it has
nothing to do with whether you can
sell the business or not because wheth-
er you tax it at 45 percent, 53 percent,
or 55 percent, that is such a high rate
that you will have to sell the business
at one rate as well as the other. But it
says to that estate, only over $3 mil-
lion, a handful in each State, that your
tax reduction is not going to be quite
as great as in the proposal.

Choice. Who do you stand with, my
colleagues? The middle class family
who gets very little relief on the rate,
who has to pay $10,000 or $15,000 for
their children’s college education or
the estate worth more than $3 million
in terms of getting a greater reduction
rather than a lesser reduction?

It is a choice. With whom are you
standing? It is not a debate on elimi-
nating the estate tax. That is the only
argument we heard from the other
side—with good reason. Because when
they debate the amendment, there is
no good argument.

Repeal of the estate tax is popular. It
is done in the bill. Making college tui-
tion tax deductible is also popular. A
portion of it is done in the bill but a
rather small portion. This amendment
makes college tuition deductible for
middle-class families.

In conclusion, I say to my colleagues
in this Chamber, we tend to do a lot for
the rich. They have influence, and they
run businesses, and those are impor-
tant for America. We also do a lot for
the poor, maybe not enough in some of
our opinions, but we do a lot because
they need help.

The people we do virtually nothing
for—or too little for—are the people
who make $40,000, $50,000, $60,000,
$70,000. They do not ask for much. But
the one thing they are asking us for is
not even a 3-percent or 4-percent reduc-
tion in their tax rate. They are asking
us to help them put their kids through
college. The choice is every one of ours.
We can do that right now.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

The Senator from Iowa.
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Mr. GRASSLEY. I will yield myself
such time as I consume, and the re-
mainder of the time I will yield to the
Senator from Arizona.

The Schumer amendment, as I said
so many times, fractures the spirit of
the bipartisan compromise that oc-
curred in the Senate Finance Com-
mittee, which is the reason we can be
here doing things in the tradition of
the Finance Committee in a bipartisan
way.

Of course, Senator SCHUMER has no
interest in this bipartisan agreement.
It is curious that Senator SCHUMER
would want to work so hard in offering
an amendment to improve, in his mind,
a bill he is going to end up voting
against.

Senator SCHUMER’s amendment guar-
antees that the Federal Government
gets to take over 50 percent of the as-
sets a parent wants to pass on to a
child. That does not sound like tax-
ation; that sounds like confiscation to
me.

Senator SCHUMER claims that his
amendment improves the education
components in this bill, but in fact the
bill’s underlying education provisions
are sound. Student loan interest deduc-
tion, prepaid tuition plans, employer-
provided educational assistance, an in-
crease in the education IRA—these are
all important measures that will im-
prove access to education.

Senator SCHUMER’s amendment will
undo a very delicate compromise upon
which these provisions rest. It is un-
wise, it is destructive, and it also
should be defeated.

I yield to the Senator from Arizona.

The PRESIDING OFFICER. The Sen-
ator from Arizona has 2 minutes, 50
seconds.

Mr. KYL. Thank you, Mr. President.

Let me correct a couple things the
Senator from New York said earlier. To
be accurate, the Senator from New
York said his rate kicked in for estates
of $3 million. The truth is that accord-
ing to section 2001 of the IRS Code, his
amendment would affect the estates if
they were one penny over $2.5 million.

The committee had testimony from a
variety of witnesses to talk about what
$2.5 million was. A grocer from Dun-
can, OK, talked about why the inde-
pendent grocers support the rate relief
in our bill—because it takes over $3
million just to put together the aver-
age-size grocery store. So when he dies,
that estate is going to be denied relief
because of the amendment of the Sen-
ator from New York.

There is already, as we said before,
$33 billion in this bill. By the way, I
was in error because I said it was $10 or
$11 billion. There is already $33 billion
of relief for education in the bill. This
amendment would add an additional
$37 billion.

We do not need to pit one group
against the other. In fact, the bill is
delicately balanced because we have re-
lief for education and for those small
businessmen and farms that would ben-
efit from the rate reduction we provide
for in the estate tax.
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The bottom line here is, we are not
just talking about 32 such estates or
some number such as that. In my own
State of Arizona, according to the In-
ternal Revenue Service statistics for
1998, there are over 250 estates that
would be adversely affected by this. In
the State of New York, I counted up
over 900. The number may be quite a
bit higher than that.

So we are talking about a significant
number of estates that are over $2.5
million that would be denied the rate
relief because of the amendment of the
Senator from New York.

The bottom line is this: We tried to
put a bill together that was fair. Most
Americans believe that nobody should
have to pay more than 50 percent in a
tax rate. In fact, if you ask them, most
of them say the highest rate anybody
should pay is 25 percent. We tried to
bring the estate tax—the highest rate
of which, because of a bubble effect, is
at about 60 percent—down to 45 per-
cent. That is at least below 50 percent.

No, the Senator from New York says
we can’t give that kind of relief; we are
going to hold the rate at 53 percent.

It is all about fairness. I urge my col-
leagues to vote against the Schumer
amendment, to follow the advice of the
committee, which gives relief both for
education and for these small busi-
nesses that would get modest rate re-
lief under our bill. If we do that, then
I think we will be fair to everybody. If
we do not do that, we are hurting one
group of Americans in order to try to
help a different group of Americans.
That is not what this bill is all about.
That is not what we should be all
about.

I urge my Senate colleagues to reject
the amendment.

The PRESIDING OFFICER. All time
has expired.

The question now is on agreeing to
the Schumer amendment No. 669. The
yeas and nays have been ordered.

The clerk will please call the roll.

The legislative clerk called the roll.

Mr. NICKLES. I announce that the
Senator from Kentucky (Mr. BUNNING)
is necessarily absent.

Mr. REID. I announce that the Sen-
ator from Wisconsin (Mr. KOHL) is nec-
essarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 43,
nays 55, as follows:

[Rollcall Vote No. 114 Leg.]

YEAS—43
Akaka Dodd Lieberman
Bayh Dorgan Mikulski
Biden Durbin Murray
Bingaman Edwards Nelson (FL)
Boxer Feingold Reed
Breaux Feinstein Reid
gg;iw ell g;ﬁﬁn Rockefeller
Carnahan Hollings gz‘f‘?lzf:
Carper Inouye Snowe
Clinton Johnson
Conrad Kennedy Stabgnovs_r
Corzine Kerry Torricelli
Daschle Leahy Wellstone
Dayton Levin
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NAYS—b55
Allard Frist Murkowski
Allen Gramm Nelson (NE)
Baucus Grassley Nickles
Bennett Gregg Roberts
Bond Hagel Santorum
Brownback Hatch Sessions
Campbell Hutehi Shetby
ampbe utchinson :
Chafee Hutchison :ﬁi:ﬁ Egg;
Cleland Inhofe Specter
Cochran Jeffords SE
Collins Kyl evens
Craig Landrieu Thomas
Crapo Lincoln Thompson
DeWine Lott Thurmond
Domenici Lugar Voinovich
Ensign McCain Warner
Enzi McConnell Wyden
Fitzgerald Miller
NOT VOTING—2
Bunning Kohl
The amendment (No. 669) was re-
jected.

Mr. GRASSLEY. I move to recon-
sider the vote.

Mr. GRAMM. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

Mr. REID. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. LOTT. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. LOTT. Mr. President, Senator
DASCHLE, Senator REID, Senator NICK-
LES, the managers, and I have been
working to try to come up with an
agreed to process to complete action
for tonight and complete action on this
legislation by the close of business on
Monday. I think we have come to an
agreement on a very fair proposal.

I ask unanimous consent that when
the Senate resumes consideration of
the reconciliation bill at 9:30 on Mon-
day, there be 6 hours equally divided
for amendment debate and 2 hours
equally divided between each leader or
designee for general debate and closing
remarks. I further ask consent all re-
maining first-degree amendments be
limited to 1 hour instead of the 2 we
had been having, and second-degree
amendments be limited to 30 minutes. I
further ask consent that a vote occur
in relation to the Carnahan amend-
ment beginning at 6 p.m. on Monday,
that no second-degree amendments be
in order, and there be 2 minutes for ex-
planation prior to the vote. I further
ask consent when the Senate resumes
consideration of the bill on Monday,
the Senate immediately resume consid-
eration of the Gregg amendment num-
bered 656.

The PRESIDING OFFICER. Is there
objection?

Mr. REID. Reserving the right to ob-
ject.

The PRESIDING OFFICER. The Sen-
ator from Nevada.

Mr. REID. It is my understanding
that amendment and the rest of the
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amendments will have 1 hour rather
than the regular half hour.

Mr. LOTT. That is right, one; so
there will be 30 minutes on each side.
The 1 hour is equally divided. I also
note that we will continue tonight—
but with this agreement, the vote we
just had would be the final vote—and
we go to the following amendments:
Collins for 30 minutes; Carnahan for 20
minutes; Rockefeller for 30 minutes;
Bayh for 30 minutes; and Harkin for 30
minutes, if they wish to come and offer
their amendments.

The PRESIDING OFFICER. Is there
objection?

Mr. DASCHLE. Reserving the right
to object, Senator LANDRIEU would like
to be added to those offering an amend-
ment tonight.

Mr. LOTT. Senator HATCH has an
amendment to do tonight.

Mr. HATCH. Next, if I can, on tax
credit. I will wait until Monday.

Mr. DASCHLE. Mr. President, is it
the understanding of the Chair the
amendments would be laid aside as
they are offered, then, on Monday, and
tonight, and that the votes happen in
the sequence in which they were of-
fered, tonight and Monday?

Mr. LOTT. Mr. President, I believe
that is the intent; they would be laid
aside and voted in sequence in the
order they are offered. And Senator
LANDRIEU is added to the list for to-
night, 30 minutes.

Mr. DASCHLE. If the majority leader
could repeat the list.

Mr. LOTT. After we get this agree-
ment, we can continue tonight. The
amendments we have arranged tonight
are Collins, 30 minutes; Carnahan, 20
minutes; Rockefeller for 30 minutes;
Bayh for 30 minutes; Harkin for 30 min-
utes; Landrieu for 30 minutes; and Sen-
ator GRAHAM tonight also for 30 min-
utes after Senator LANDRIEU.

I ask unanimous consent Senator
HATCH be the next Republican amend-
ment on Monday after the Gregg
amendment. So it is the Gregg amend-
ment, a Democrat amendment, and
then Senator HATCH.

Mr. WELLSTONE. Reserving the
right to object, I wonder if I could be
locked in.

Mr. DASCHLE. I was going to ask
consent that Senator WELLSTONE fol-
low the Gregg amendment on Monday.

Mr. LOTT. So I amend the agree-
ment, and I am sure we will get all this
straight momentarily, that the
Wellstone amendment comes after the
Gregg amendment, and that is followed
by Hatch on Monday.

The PRESIDING OFFICER. Is there
objection?

Mr. BYRD. Reserving the right to ob-
ject, if we are listing amendments, I
would like to be on the list for an
amendment before we complete action
on the bill, with 30 minutes.

Mr. DASCHLE. I ask that we amend
the request to include Senator BYRD
and Senator DODD.

Mr. LOTT. I certainly amend the re-
quest to that extent. Let me say to all

CONGRESSIONAL RECORD — SENATE

of our colleagues, we are not closing up
shop. Members will have an oppor-
tunity to offer these amendments Mon-
day at a time that hopefully will be
convenient. Senator BYRD will be added
to the list, I believe, after Senator
HATCH, if that is what he is asking, but
I don’t think Members will be excluded
if they are not on the list now.

Are the managers around?

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. BYRD. I know we will not be ex-
cluded, but I want to make sure I have
30 minutes.

Mr. LOTT. You have it.

Mr. DODD. Reserving the right to ob-
ject, I ask for 30 minutes on Monday.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts.

Mr. LOTT. Mr. President, if we could
get this agreement entered into, we
have additional time that Senators
have, thankfully, agreed to for tonight.

Let’s get the manager and look at
the time and get with the Senators and
get this order lined up. I know Senator
BAUcUS and Senator GRASSLEY will
find a way to accommodate the Sen-
ators who want to offer amendments.
We need to have some flow in terms of
getting amendments on this side
among the others. If we get this agree-
ment, we will ask Senator REID and
Senator NICKLES to work with these
other Senators to make sure Senators
are on the list.

The PRESIDING OFFICER. Is there
objection?

Mr. DORGAN. Reserving the right to
object, I observe to the majority leader
the reason for the anxiety is we are
bringing this bill to the floor under
reconciliation. As the majority leader
knows, reconciliation limits the
amount of time for debate. So there are
many people on this side of the aisle
who have amendments and want to
have the amendments offered and de-
bated. I think that is why hands are
being raised requesting time. If this
were not brought under reconciliation
we would not have to do that. Every
Senator would have the right to offer
an amendment and the right to have it
debated. I ask I be put in the lineup for
Monday for 30 minutes.

Mr. LOTT. Mr. President, I want to
make sure we have this list lined up. I
would like to have the managers work
with us on this. I feel uncomfortable
trying to arrange all the amendments.
But a request has been made we put
Senator DORGAN on that list for Mon-
day. I think we need to see if there is
a Republican amendment to come after
Senator BYRD before Senator DORGAN.
We will continue to alternate.

Senator DODD, we will accept him
now and be done with it. Senator DoDD
will be on the list.

Mr. GRAHAM. I request 30 minutes
on Monday.

Mr. LOTT. I believe your request was
for tonight.

Mr. GRAHAM. Tonight, and I also
ask for 30 minutes on Monday.

Mr. KERRY. Reserving the right to
object, before colleagues get a second
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bite of the apple, some Members would
like a first. I ask unanimous consent to
be added to the order. I think it would
be fair for colleagues who have not had
a first bite, before others get second
bites of the apple.

Mr. DASCHLE. For the information
of Democratic Senators the order Mon-
day includes Senators WELLSTONE,
BYRD, DODD, DORGAN, and KERRY.

The PRESIDING OFFICER. The
Chair advises the Parliamentarian has
Senator GRAHAM today and Monday.

Mr. DORGAN. Mr. President, might I
inquire, the list that was just read, are
those 30-minute amendments?

Mr. DASCHLE. That is correct.

Mr. LOTT. It is 30 unless you would
like to have less.

Ms. LANDRIEU. Could the majority
leader clarify the order for us tonight?

Mr. LOTT. Senators COLLINS, CARNA-
HAN, ROCKEFELLER, BAYH, HARKIN, LAN-
DRIEU, and GRAHAM if offered.

The PRESIDING OFFICER. Is there
objection to the order as modified?

Without objection, it is so ordered.

Mr. LOTT. In light of that agree-
ment, then, as enjoyable as it was——

Mr. DASCHLE. Will the majority
leader yield?

The PRESIDING OFFICER. The
Democratic leader.

Mr. DASCHLE. Senator GRAHAM was
kind enough not to demand that he be
put into the list on Monday. He would
like to have the opportunity to offer
two tonight. I assume if he is willing to
wait, he can offer both of them back to
back. He is the last in order.

Mr. LOTT. I don’t see any problem
with that. That will be fine. And I
would like the managers to come back
and take it from here.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The majority leader.

Mr. LOTT. In light of this agreement,
there will be no further votes this
evening. There will be 8 hours remain-
ing for debate on the reconciliation bill
during Monday’s session. A series of
votes is anticipated at 6 p.m. on Mon-
day. The last in the series will be final
passage. Senators should make their
plans accordingly.

I thank all for their cooperation.

The PRESIDING OFFICER. Under
the previous order, the pending amend-
ment is set aside and the Senator from
Maine is recognized.

AMENDMENT NO. 675

Ms. COLLINS. Mr. President, on be-
half of myself and Senator WARNER, I
send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Maine [Ms. COLLINS] for
herself and Mr. WARNER, Mr. COCHRAN, Ms.
LANDRIEU, Mr. ALLEN, Mr. SMITH of Oregon,
Mr. HARKIN, Ms. MIKULSKI, Mr. REED, and
Mr. HUTCHINSON, proposes an amendment
numbered 675.

Ms. COLLINS. I ask unanimous con-
sent the reading of the amendment be
dispensed with.
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The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

At the end of title IV, add the following:
Subtitle E—Miscellaneous Education
Provisions

SEC. 441. SHORT TITLE.

This subtitle may be cited as the ‘“‘Teacher
Relief Act of 2001”".

SEC. 442. ABOVE-THE-LINE DEDUCTION FOR
QUALIFIED PROFESSIONAL DEVEL-
OPMENT EXPENSES OF ELEMEN-
TARY AND SECONDARY SCHOOL
TEACHERS.

(a) DEDUCTION ALLOWED.—Part VII of sub-
chapter B of chapter 1 (relating to additional
itemized deductions for individuals), as
amended by section 431(a), is amended by re-
designating section 223 as section 224 and by
inserting after section 222 the following new
section:

“SEC. 223. QUALIFIED PROFESSIONAL DEVELOP-
MENT EXPENSES.

‘“‘(a) ALLOWANCE OF DEDUCTION.—In the
case of an eligible educator, there shall be
allowed as a deduction an amount equal to
the qualified professional development ex-
penses paid or incurred by the taxpayer dur-
ing the taxable year.

“(b) MAXIMUM DEDUCTION.—The deduction
allowed under subsection (a) for any taxable
year shall not exceed $500.

‘(c) QUALIFIED PROFESSIONAL DEVELOP-
MENT EXPENSES OF ELIGIBLE EDUCATORS.—
For purposes of this section—

‘(1) QUALIFIED PROFESSIONAL DEVELOPMENT
EXPENSES.—

‘“‘(A) IN GENERAL.—The term ‘qualified pro-
fessional development expenses’ means ex-
penses for tuition, fees, books, supplies,
equipment, and transportation required for
the enrollment or attendance of an indi-
vidual in a qualified course of instruction.

‘“(B) QUALIFIED COURSE OF INSTRUCTION.—
The term ‘qualified course of instruction’
means a course of instruction which—

(1) is—

“(I) directly related to the curriculum and
academic subjects in which an eligible edu-
cator provides instruction,

“(IT) designed to enhance the ability of an
eligible educator to understand and use
State standards for the academic subjects in
which such educator provides instruction,

““(ITI) designed to provide instruction in
how to teach children with different learning
styles, particularly children with disabilities
and children with special learning needs (in-
cluding children who are gifted and tal-
ented), or

“(IV) designed to provide instruction in
how best to discipline children in the class-
room and identify early and appropriate
interventions to help children described in
subclause (III) to learn,

¢(ii) is tied to—

‘(I) challenging State or local content
standards and student performance stand-
ards, or

““(IT) strategies and programs that dem-
onstrate effectiveness in increasing student
academic achievement and student perform-
ance, or substantially increasing the knowl-
edge and teaching skills of an eligible educa-
tor,

‘“(iii) is of sufficient intensity and duration
to have a positive and lasting impact on the
performance of an eligible educator in the
classroom (which shall not include 1-day or
short-term workshops and conferences), ex-
cept that this clause shall not apply to an
activity if such activity is 1 component de-
scribed in a long-term comprehensive profes-
sional development plan established by an
eligible educator and the educator’s super-
visor based upon an assessment of the needs
of the educator, the students of the educator,
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and the local educational agency involved,
and

“(iv) is part of a program of professional
development which is approved and certified
by the appropriate local educational agency
as furthering the goals of the preceding
clauses.

“(C) LOCAL EDUCATIONAL AGENCY.—The
term ‘local educational agency’ has the
meaning given such term by section 14101 of
the Elementary and Secondary Education
Act of 1965, as in effect on the date of the en-
actment of this section.

¢“(2) ELIGIBLE EDUCATOR.—

‘“(A) IN GENERAL.—The term ‘eligible edu-
cator’ means an individual who is a kinder-
garten through grade 12 teacher, instructor,
counselor, principal, or aide in an elemen-
tary or secondary school for at least 900
hours during a school year.

‘(B) ELEMENTARY OR SECONDARY SCHOOL.—
The terms ‘elementary school’ and ‘sec-
ondary school’ have the meanings given such
terms by section 14101 of the Elementary and
Secondary Education Act of 1965 (20 U.S.C.
8801), as so in effect.

¢‘(d) DENIAL OF DOUBLE BENEFIT.—

‘(1) IN GENERAL.—No other deduction or
credit shall be allowed under this chapter for
any amount taken into account for which a
deduction is allowed under this section.

¢“(2) COORDINATION WITH EXCLUSIONS.—A de-
duction shall be allowed under subsection (a)
for qualified professional development ex-
penses only to the extent the amount of such
expenses exceeds the amount excludable
under section 135, 529(c)(1), or 530(d)(2) for the
taxable year.”.

(b) DEDUCTION ALLOWED IN COMPUTING AD-
JUSTED GROSS INCOME.—Section 62(a), as
amended by section 431(b), is amended by in-
serting after paragraph (18) the following
new paragraph:

“(19) QUALIFIED PROFESSIONAL DEVELOP-
MENT EXPENSES.—The deduction allowed by
section 223.”.

(c) CONFORMING AMENDMENTS.—

(1) Sections 86(b)(2), 135(c)(4), 137(b)(3), and
219(g)(3) are each amended by inserting
€223, after <‘221,”.

(2) Section 221(b)(2)(C) is amended by in-
serting 223, before ‘911"’

(3) Section 469(1)(3)(E) is amended by strik-
ing ‘“‘and 221"’ and inserting ‘‘, 221, and 223”.

(4) The table of sections for part VII of sub-
chapter B of chapter 1, as amended by sec-
tion 431(c), is amended by striking the item
relating to section 223 and inserting the fol-
lowing new items:

‘“‘Sec. 223. Qualified professional development
expenses.
““Sec. 224. Cross reference.’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2000.

SEC. 442. CREDIT TO ELEMENTARY AND SEC-
ONDARY SCHOOL TEACHERS WHO
PROVIDE CLASSROOM MATERIALS.

(a) IN GENERAL.—Subpart B of part IV of
subchapter A of chapter 1 (relating to other
credits) is amended by adding at the end the
following new section:

“SEC. 30B. CREDIT TO ELEMENTARY AND SEC-
ONDARY SCHOOL TEACHERS WHO
PROVIDE CLASSROOM MATERIALS.

‘“(a) ALLOWANCE OF CREDIT.—In the case of
an eligible educator, there shall be allowed
as a credit against the tax imposed by this
chapter for the taxable year an amount
equal to 50 percent of the qualified elemen-
tary and secondary education expenses
which are paid or incurred by the taxpayer
during such taxable year.

‘“(b) MAXIMUM CREDIT.—The credit allowed
by subsection (a) for any taxable year shall
not exceed $250.

‘‘(c) DEFINITIONS.—
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‘(1) ELIGIBLE EDUCATOR.—The term ‘eligi-
ble educator’ has the same meaning given
such term in section 223(c).

¢“(2) QUALIFIED ELEMENTARY AND SECONDARY
EDUCATION EXPENSES.—The term ‘qualified
elementary and secondary education ex-
penses’ means expenses for books, supplies
(other than nonathletic supplies for courses
of instruction in health or physical edu-
cation), computer equipment (including re-
lated software and services) and other equip-
ment, and supplementary materials used by
an eligible educator in the classroom.

*(3) ELEMENTARY OR SECONDARY SCHOOL.—
The term ‘elementary or secondary school’
means any school which provides elementary
education or secondary education (through
grade 12), as determined under State law.

“(d) SPECIAL RULES.—

‘(1) DENIAL OF DOUBLE BENEFIT.—No deduc-
tion shall be allowed under this chapter for
any expense for which credit is allowed
under this section.

¢“(2) APPLICATION WITH OTHER CREDITS.—The
credit allowable under subsection (a) for any
taxable year shall not exceed the excess (if
any) of—

‘“(A) the regular tax for the taxable year,
reduced by the sum of the credits allowable
under subpart A and the preceding sections
of this subpart, over

‘“(B) the tentative minimum tax for the
taxable year.

‘“(e) ELECTION To HAVE CREDIT NOT
APPLY.—A taxpayer may elect to have this
section not apply for any taxable year.”.

(b) CLERICAL AMENDMENT.—The table of
sections for subpart B of part IV of sub-
chapter A of chapter 1 is amended by adding
at the end the following new item:

“Sec. 30B. Credit to elementary and sec-
ondary school teachers who
provide classroom materials.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2001.

Ms. COLLINS. Mr. President, I also
take this opportunity to ask that the
yeas and nays be ordered on the
amendment.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

Ms. COLLINS. Mr. President, may 1
have order, please?

The PRESIDING OFFICER. The Sen-
ate will please come to order.

Ms. COLLINS. Mr. President, I rise
this evening with my good friend, the
distinguished senior Senator from Vir-
ginia, Mr. WARNER, to offer an amend-
ment providing tax relief to our Na-
tion’s teachers. We are very pleased to
be joined by several cosponsors includ-
ing Senators COCHRAN, LANDRIEU,
ALLEN, HARKIN, REED, GORDON SMITH,
MIKULSKI, HUTCHINSON, and DODD.

It would be difficult to script a more
appropriate time for us to offer this
important amendment. We stand now
at the intersection of two debates, one
on a bill to modernize and reauthorize
the law that will define the Federal
Government’s role over the next 7
years in educating our Nation’s chil-
dren, the other a landmark tax relief
bill of which we are beginning consid-
eration today.

Our amendment joins some of the
best elements of each. It is good both
for tax policy and for education policy.
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In the midst of the education and tax
debates, we are asking our colleagues
in the Senate now to overlook the self-
less efforts of teachers and the finan-
cial sacrifices they make to improve
their instructional skills and the class-
rooms in which they teach.

Senator WARNER deserves enormous
credit for focusing the Senate’s atten-
tion, through a sense-of-the-Senate res-
olution to the education bill, on the
need to provide tax relief for our teach-
ers.

Our teachers serve such a critical
role in the education and the develop-
ment of our children. This amendment,
the amendment Senator WARNER of-
fered to the education bill, expressed
the sense of the Senate that the Con-
gress should pass legislation providing
teachers with tax relief in recognition
of the many out-of-pocket, unreim-
bursed expenses they incur to improve
the education of our children.

The amendment we offer tonight is
the legislation Senator WARNER’S
sense-of-the-Senate resolution con-
templated, and which I was proud to
cosponsor. It earlier passed by a vote of
95-3.

Our proposal is targeted to support
the expenditures of teachers who strive
for excellence beyond the constraints
of what their schools can provide. Our
amendment enjoys the bipartisan sup-
port of several of our colleagues, as
well as the endorsement of the Na-
tional Education Association and the
American Association of School Ad-
ministrators.

Let me briefly describe the provi-
sions of our amendment. First, it
would allow teachers, teacher’s aides,
principals, and counselors to take an
above-the-line tax deduction for their
professional development expenses.

Second, the bill would grant edu-
cators a tax credit of up to $250 for
books, supplies, and equipment they
purchase for their students. The tax
credit would be established at 50 per-
cent of such expenditures, so for every
dollar in supplies a teacher spent, the
teacher would receive 50 cents of tax
relief.

According to a study by the National
Education Association, the average
public school teacher spends more than
$400 annually on classroom materials.
This sacrifice is typical of the dedica-
tion of so many of our teachers to their
students. Oftentimes, teachers in
Maine and throughout the country
spend their own money, even though
they are paid very limited salaries, be-
cause they want to improve the class-
room experience for their students.

Recently I met with one such teach-
er, Idella Harter, the president of the
Maine Education Association. She told
me of the many books, supplies, re-
wards for student behavior, and other
materials she just routinely purchases
for her classrooms. One year, Idella
Harter decided to save all of her re-
ceipts for these purchases. She started
adding up the total, and she was star-
tled to discover that it exceeded $1,000.
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At that point, she decided to stop
counting. But it is indicative of the
kind of selfless financial sacrifice so
many of our teachers make.

Idella Harter is not alone. Maureen
Marshall, who serves in my office as
my education policy adviser, taught
public schools for 8 years in Hawaii and
Virginia. In her first year as a teacher,
she spent well over $1,000 of her own
money on educational software, books,
pocket charts, and other materials. Yet
because of her tax situation, she could
not deduct these expenses from her
taxable income.

When we help our Nation’s teachers,
the ultimate beneficiaries are their
students. Other than an involved par-
ent, a well-qualified teacher is the sin-
gle most critical element to predict a
student’s success. Educational re-
searchers have demonstrated time and
again the close relationship between
highly qualified teachers and success-
ful students.

Moreover, educators themselves un-
derstand just how important profes-
sional development is to maintaining
and extending their levels of com-
petence. When I meet with teachers
from Maine, they repeatedly tell me of
their need for more professional devel-
opment. Yet there is a scarcity of fi-
nancial support for this worthy pur-
suit.

I greatly admire the many educators
who have voluntarily reached deep into
their pockets to pay for additional
training and course work for them-
selves, and also to finance additional
supplies and materials for their stu-
dents. By enacting these modest
changes to our Tax Code, we can en-
courage educators to continue to take
the formal course work in the subject
matter which they teach and to avail
themselves of other professional devel-
opment opportunities.

The relief that our Tax Code now pro-
vides to teachers is simply not suffi-
cient. By and large, most teachers do
not benefit from the current provisions
that allow for limited deductibility of
professional development and class-
room expenses. A new report by the
American Federation of Teachers
places the average national teacher’s
salary at about $42,000. In Maine, the
average yearly starting salary for a
public school teacher is just a little
over $23,000. Yet these teachers, out of
their own generosity, are reaching deep
into their pockets to improve their
teaching.

Now, under the current law, the prob-
lem is that teachers do not reach a suf-
ficient level to be able to deduct the
costs of their professional development
and classroom supplies.

By allowing teachers to take the
above-the-line deduction for profes-
sional development expenses and a
credit for classroom expenses paid out
of pocket, our amendment takes a fair,
progressive approach that will provide
a modicum of relief to our Nation’s
schoolteachers.

I should note that most of our col-
leagues have already voted for very
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similar legislation. Last year, Senator
KYL, Senator Coverdell, and I offered a
similar amendment to the Affordable
Education Act, which was adopted
unanimously.

President Bush has eloquently stat-
ed:

Teachers sometimes lead with their hearts
and pay with their wallets.

Our amendment makes it a priority
to reimburse educators for just a small
part of what they invest in the futures
of our children.

I hope our colleagues will join us in
support of this important legislation.
The NEA says it well:

Teacher quality is the single most critical
factor in maximizing student achievement.
Ongoing professional development is essen-
tial to assure that teachers stay up to date
on the skills and knowledge necessary to
prepare students for the challenges of the
21st century.

Thank you, Mr. President.

I would like to recognize the leader-
ship of the senior Senator from Vir-
ginia whom, I believe, will be speaking
next in favor of our amendment.

The PRESIDING OFFICER. I thank
the Senator from Maine.

The senior Senator from Virginia,
Mr. WARNER.

Mr. WARNER. Mr. President, there
are moments in your Senate career you
shall not forget, and this is one, when
I am privileged to join with our distin-
guished junior Senator from Maine.
She pioneered this effort. And let no
one be mistaken about that fact. I
think Senator JEFFORDS and Senator
KYL and others have also been at the
early stages of this issue, some years
more ago.

I joined them last year. We recog-
nized we had two bills, and the time
came for a consensus to elect a leader.
The unanimous choice was the junior
Senator from Maine. I am, as we say in
the military, one step behind her duti-
fully following. But together we have
crafted an amendment that every Sen-
ator in his or her heart and conscience
can accept. I am optimistic that this
will become law.

Mr. President, I ask unanimous con-
sent to have printed in the RECORD a
letter from the National Education As-
sociation. While addressed to me, it
really is addressed to both of us.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

NATIONAL EDUCATION ASSOCIATION,
Washington, DC, May 16, 2001.
Senator JOHN WARNER,
U.S. Senate,
Washington, DC.

DEAR SENATOR WARNER: On behalf of the
National Education Association’s (NEA) 2.6
million members, we would like to express
our support for your amendment to the Sen-
ate tax bill to provide tax benefits for edu-
cators’ professional development and class-
room supply expenses.

As you know, teacher quality is the single
most critical factor in maximizing student
achievement. Ongoing professional develop-
ment is essential to ensure that teachers
stay up-to-date on the skills and knowledge
necessary to prepare students for the chal-
lenges of the 21st century. Your proposed tax
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deduction for professional development ex-
penses will make a critical difference in
helping educators access quality training.

We are also very pleased that your amend-
ment would provide a tax credit for edu-
cators who reach into their own pockets to
pay for necessary classroom materials, in-
cluding books, pencils, paper, and art sup-
plies. A 1996 NEA study found that the aver-
age K-12 teacher spent over $400 a year out of
personal funds for classroom supplies. For
teachers earning modest salaries, the pur-
chase of classroom supplies represents a con-
siderable expense for which they often must
sacrifice other personal needs.

We thank you for your leadership in intro-
ducing this important amendment and look
forward to continuing to work with you to
support our nation’s educators.

Sincerely,

MARY ELIZABETH TEASLEY,
Director of Government Relations.

Mr. WARNER. The letter, in part,
states:

On behalf of the National Education Asso-
ciation’s (NEA) 2.6 million [teachers], we
would like to express our support for your
amendment to the Senate tax bill to provide
tax benefits for educators’ professional de-
velopment and classroom supply expenses.

Our great President sent to the Con-
gress the message—which is the title of
his education reform blueprint—‘ ‘No
Child is Left Behind.” We cannot hope
to achieve the goals in this guide, and
the goals across our Nation, which
every town, village, and city wish to
have to improve education, leaving no
child behind, if we leave our teachers
behind. We will not leave any child be-
hind if we do not leave teachers behind.
That is the point. You cannot have one
without the other. They go hand in
hand.

I stopped to think how hard we work
on our individual careers. Yes, we work
on our careers. But teachers work to
create—to create—the possibilities for
others, the younger generation, to de-
velop those careers.

My colleague from Maine has, in
great detail, gone into the various
parts of this bill, our President, on
page 13 of his education reform blue-
print, has a provision which says as fol-
lows:

. provides tax deductions for teachers.
Teachers will be able to make tax deductions
of up to $400 to help defray the costs associ-
ated with out-of-pocket classroom expenses
such as books, school supplies, professional
enrichment programs, and other training.

We accepted that challenge of our
President in this bill. We not only ac-
cepted it; we listened carefully to the
teachers association, and we have en-
hanced it in a modest way. We have en-
hanced the goals set out by our Presi-
dent and the same goals that are really
in the hearts and minds of our people
all across America today.

So I am honored to join with my dis-
tinguished colleague.

Mr. President, just last week, on May
8, 2001, the Senate overwhelmingly
adopted amendment that I offered with
Senator COLLINS to the education bill.
This amendment, which passed by a
vote of 95-3, stated:

the Senate should pass legislation pro-
viding elementary and secondary level edu-
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cators with additional tax relief in recogni-
tion of the many out of pocket, unreim-
bursed expenses educators incur to improve
the education of our Nation’s student.

I note that both the chairman and
ranking member of the Finance Com-
mittee supported this sense-of-the-Sen-
ate amendment.

Senator COLLINS and I have pursued
the goal of providing much needed tax
relief for our teachers for sometime.
However, despite sharing the same
goal, in the past, we each have had our
own bill and each had our own ap-
proach towards achieving this shared
goal.

Senator COLLINS has truly been a
leader on the issue of tax relief for
teachers. I commend her for her work
in highlighting this issue and for her
tireless efforts to improve education in
this country.

I am so glad that Senator COLLINS
and I had the opportunity to sit down
and discuss teacher tax relief legisla-
tion in greater detail. As a result of
these discussions, we have joined forces
and agreed on an approach to achieve
our shared goal.

Today, I am honored to be joining
with Senator COLLINS in offering the
teacher tax relief amendment to the
tax bill currently before the Senate.

This Collins-Warner amendment is
cosponsored by a bipartisan group of
Senators, including Senators LAN-
DRIEU, COCHRAN, ALLEN, HARKIN, GOR-
DON SMITH, MIKULSKI, REED and HUTCH-
INSON of Arkansas. The National Edu-
cation Association has also endorsed
this amendment.

The Collins-Warner teacher tax relief
amendment has two components.

First, the legislation provides a max-
imum $250 tax credit to teachers for
classroom supplies. This credit recog-
nizes that our teachers dip into their
own pocket in significant amounts to
bring supplies into the classroom to
better the education of our children.

Second, this legislation provides a
maximum $500 above the line deduction
for professional development costs that
teachers incur. This deduction will par-
ticularly help low-income school dis-
tricts that typically do not have the fi-
nances to pay for professional develop-
ment costs for their teachers.

Mr. President, our teachers in this
country are overworked, underpaid,
and all too often under-appreciated.

In addition to these factors, our
teachers expend significant money out
of their own pocket to better the edu-
cation of our children. Most typically,
our teachers are spending significant
amounts of money out of their own
pocket on: classroom expenses—such as
books, supplies, pens, paper, and com-
puter equipment; and professional de-
velopment costs—such as tuition, fees,
books, and supplies associated with
courses that help our teachers become
even better instructors.

These out of pocket costs place last-
ing financial burdens on our teachers.
This is one reason our teachers are
leaving the profession. Little wonder
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that our country is in the midst of a
teacher shortage.

Estimate are that 2.4 million new
teachers will be needed by 2009 because
of teacher attrition, teacher retire-

ment and increased student enroll-
ment.
While the primary responsibility

rests with the states, I believe the fed-
eral government can and should play a
role in helping to alleviate the nation’s
teaching shortage.

On a Federal level, we can encourage
individuals to enter the teaching pro-
fession and remain in the profession by
providing tax relief to teachers for the
costs that they incur as part of the pro-
fession. This incentive will help finan-
cially strapped urban and rural school
systems as they recruit new teachers
and struggle to keep those teachers
that are currently in the system.

Our teachers have made a personal
commitment to educate the next gen-
eration and to strengthen America.
While many people spend their lives
building careers, our teachers spend
their careers building lives.

The teacher tax relief amendment
goes a long way towards providing our
teachers with the recognition they de-
serve by providing teachers with im-
portant and much needed tax relief.

At this point in time, I think I
should yield the floor for purposes of
such other remarks as other Senators
may wish to make.

The PRESIDING OFFICER. The Sen-
ator from Maine.

Ms. COLLINS. Mr. President, I wish
to thank the Senator from Virginia for
his usual eloquent and gracious re-
marks. He is a terrific Senator with
whom to work. The people of Virginia
are very fortunate to have him rep-
resenting them. He has also been an ex-
tremely strong advocate for education
his entire time in the Senate. It has
been a pleasure to work with him.

Mr. President, I ask unanimous con-
sent that the Senator from Rhode Is-
land, JACK REED, another very strong
advocate for education, be added as a
cosponsor of our amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. WARNER. Mr. President, I thank
my distinguished colleague for her very
thoughtful remarks. She is a pillar
today in this Senate, and she will al-
ways be a pillar of strength and wis-
dom in this institution.

Now, Mr. President, we will be anx-
ious to hear from the managers of the
bill.

I note, again, that both managers
voted for the Warner-Collins sense-of-
the-Senate amendment on the edu-
cation bill endorsing this concept. I
will quote again the amendment for
the benefit of the managers. The
amendment was adopted on May 8,
2001. The amendment passed by a vote
of 95-3. And I quote it:

The Senate should pass legislation pro-
viding elementary and secondary level edu-
cators with additional tax relief in recogni-
tion of the many out of pocket, unreim-
bursed expenses educators incur to improve
the education of our Nation’s students.
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Mr. President, it is remarkable, as I
travel about our State, the great State
of Virginia; you cannot go to a school,
and particularly the elementary
schools, without hearing of teachers,
although they will not tell you, who
reach into their own pockets and take
out their funds—after paying taxes—
and quietly buy, here or there, various
necessities which they, in their judg-
ment, believe are necessary to enable
them and their students to learn. I
wish to emphasize, it is voluntary.

The PRESIDING OFFICER. The
Chair will advise, with great trepi-
dation, the time of the senior Senator
from Virginia has expired.

Mr. WARNER. I appreciate my junior
colleague, the Presiding Officer, advis-
ing me, but if I could have 15 seconds.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. WARNER. Without hesitation, if
you asked the question, they will then
say: Yes, but I do it voluntarily out of
the goodness of my heart. And they
will say: Look at the walls, Senator.
Look at the drawers. Look at the
desks. And they can point to object
after object they have purchased with
their own funds—after taxes.

I thank the Chair and yield the floor.

Ms. COLLINS. Mr. President, will the
Senator yield very quickly for a unani-
mous consent request?

The PRESIDING OFFICER. The Sen-
ator from Maine.

Ms. COLLINS. Mr. President, I ask
unanimous consent that the Senator
from Connecticut, Mr. DoODD, also be
added as a cosponsor of our amend-
ment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senator from Montana.

Mr. BAUCUS. Mr. President, it is
with great reluctance that I feel con-
strained to say a few words, urging my
colleagues, as meritorious as this is
and as wonderful as the Senator from
Maine is in representing her State,
that this is just regrettably not good
policy.

I appreciate the remarks of my good
friend from Virginia pointing out the
sense-of-the-Senate resolution. I think
Senators tend to vote for sense-of-the-
Senate resolutions because that is our
sense, that it would be a good idea. But
when, as the Senator well knows, we
have to decide what is within the pa-
rameters of how much we can spend
and when it comes down to crafting
something that is particular and spe-
cific, that is where the rubber meets
the road and we have to decide whether
the specific idea is really good tax pol-
icy or not.

There is a lot of money here for edu-
cation generally. It is about $35 billion,
for higher ed and elementary and sec-
ondary ed. I am not going to list it all.
I know that it doesn’t directly help
teachers.

Teachers, I might say, in my State
are probably some of the lowest paid
teachers in the Nation. I might add to
my good friend from Maine, I am afraid
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that some teachers are going to leave
Montana to seek a better salary in
other States. We are in a tough spot. If
I didn’t have the responsibility of man-
aging this bill, I could very well sup-
port this. But I feel a responsibility to
say a few words about it.

First, it singles out for credit one
group and one group only. If we start
going down this road, then we are
going to offer credits for expenses for
every meritorious public service pro-
fession that exists. I know many teach-
ers dig into their pockets to help their
students. It is just awful, the things
they have to go through to help their
students. We don’t begin to pay our
teachers nearly enough, in my judg-
ment. Given all that, I just don’t know
if it is wise to single out teachers as
opposed to other professions.

Second, the responsibility for teach-
ers’ salaries really is the school dis-
tricts in the States. We are helping
school districts tremendously in many
ways by giving more IDEA money,
more ESEA money, title I money, and
all of these different categories that
allow school districts to then spend
more money in salaries for teachers.
Districts will have a lot more money in
total, so in addition to what they raise
with property taxes, these programs
will provide a lot of relief to the school
districts.

Third, this provision adds more com-
plexity to the code. If there is anything
we hear, it is that people want sim-
plicity. They don’t want more com-
plexity. I know that doesn’t sell very
well when you are standing in front of
schoolteachers or the NEA. We want to
give a lot more to our teachers. Believe
me, I am one of the strongest advo-
cates in the State of Montana to give
more money to our teachers.

We should not be helping school dis-
tricts in this way with responsibilities
that are theirs when we have a better
way, by giving more dollars to the
other programs that I mentioned:
IDEA, ESEA, and title I, et cetera. I
wish we could support this, but as
much as we would like to help, this is
not a good policy to adopt.

Mr. WARNER. Will the Senator yield
for a question?

Mr. BAUCUS. I am glad to yield.

Mr. WARNER. I have served for
many years with the distinguished
Senator from Montana on the Environ-
ment and Public Works Committee and
other avenues in the Senate. I know
him well and the strength of his voice.
But as he addressed the Senate to-
night, I see pain in his heart.

When he said there is no policy, I
refer the Senator—of course, I realize
he doesn’t know every provision in the
Federal Tax Code; this is awesome; I
wish we had some provisions in here to
simplify this—to page 47, section 62.
The subsection is (a), which covers ad-
justed gross income defined, and I read
(b), certain expenses of performing art-
ists. The deductions allowed by section
162, which consist of expenses paid or
incurred by qualified performing art-
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ists in connection with the perform-
ances by him—and I presume ‘‘her’’ al-
though it is not written—of services in
the performing arts as an employee.

There it is. There is tax policy. My
distinguished colleague said there is no
policy. Here is the policy, given to art-
ists. Somehow, having some modest fa-
miliarity with performing artists, 1
take note that their salaries are some-
what larger than those who are down
at the very foundation of our Nation,
educating our young people.

Mr. BAUCUS. I was going to ask the
Senator a question. He asked me a
question.

Mr. WARNER. I think I have an-
swered it, but you may go right ahead,
sir.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. I would like to answer
that question. I didn’t say that there is
no policy. Those were not the words I
used. I did say, though, that I don’t
think we should start going down this
road, which basically implies that,
whether the provision you mentioned
is meritorious or not, I don’t know if it
is wise to keep going down that road.

I want to share a line that kind of
struck me about this whole subject.
When my wife and I got married about
18 years ago, we went on a honeymoon.
On the honeymoon, we stopped off on
the first night at a bed and breakfast.
The next morning we were sitting down
and having breakfast, and the lady who
ran the bed and breakfast was serving
breakfast. She knew, for some reason, I
was in the Senate. I did not broadcast
that. I did not, frankly, want her to
know that. I was on a honeymoon with
my bride. And this lady walked up to
me right away after she served us part
of the breakfast and she started insist-
ing that the red dress she was wearing
should be tax deductible because it
wasn’t fair.

Here I am on my honeymoon, and I
couldn’t get away from it. I thought,
first of all, it is in poor taste to be ask-
ing for that, but, second, it is clear
that some people, with the jobs they
have, need legitimate expense deduc-
tions for the expenses they have. She is
not entitled, this lady, to a deduction
for the dress she wears.

We have to draw lines. We have to
make choices. I think this is not a road
we want to continue going down. We do
not want to further complicate the
code with even more complexities.

The Senator is right, it is with a
heavy heart that I must stand up and
say I don’t think this is good tax pol-
icy. Even with a heavy heart, I think
this is not the wise way to go. There
are better ways to accomplish the ob-
jective the Senator is so correctly
seeking.

Mr. WARNER. I thank my colleague
for his very courteous reply.

Mr. DODD. Mr. President, is there
any time remaining?

Mr. BAUCUS. How much time do we
have remaining?

The PRESIDING OFFICER. The op-
position has 6 minutes 18 seconds.
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Mr. BAUCUS. I yield whatever time
the Senator needs.

Mr. DODD. I thank the distinguished
ranking member of the Finance Com-
mittee. I commend our colleague from
Maine. I know my friend from Montana
will appreciate these remarks. I also
thank my friend from Virginia who,
once again, has enlightened us with a
little history on the importance of a
provision such as this.

From a personal standpoint, we all
have personal stories. My older sister
Carol is a teacher, has been for 35
years. She has taught over the last 15
years or so in the public schools of
Connecticut. I was telling my friend
from Maine, the author of the amend-
ment, who is so committed to edu-
cation, almost on a yearly basis I go
with my sister to literally buy from
Home Depot and other places the
planks to make the little bookcases in
her classroom, literally buy pencils,
paper, and other items.

I say this coming from the most af-
fluent State in the country on a per
capita income basis. She teaches in the
city of Hartford which has had serious
problems. They do not have the re-
sources, and she goes and buys them
out of her own pocket each year.

This is not some abstract idea. I have
literally gone with her to do this. I was
shocked when I first discovered it. I
couldn’t believe she was actually doing
it. I thought there must be some pool
of resources that would allow for the
accommodation of things such as pen-
cils and boards and toilet paper, lit-
erally, for classrooms in a public
school in the United States of America.
I was stunned to discover she literally
dipped into her own pocket each year
to buy the supplies.

Mr. BAUCUS. May I reclaim some of
my time?

Mr. DODD. This is a modest amend-
ment. We can’t do enough with the
ESEA bill. I wish we could to make up
the difference. This small little piece,
when we so value education and those
who commit themselves to this, to say
there is a small line here for $250, that
we are going to provide some relief to
you for doing what you are doing, for
those reasons I am a cosponsor and ap-
plaud my friend from Maine and my
friend from Virginia for their elo-
quence and their support of this mod-
est proposal.

(Mr. ENZI assumed the Chair.)

Mr. BAUCUS. Mr. President, I have
such reactions when I hear my friends
from Connecticut speak. There is no
greater champion for kids than the
Senator. I am surprised he doesn’t have
a kids tie on because often he does
wear one.

A couple points. Connecticut is one
of the highest per capita income States
in America. My response is, let them
try to pay teachers a little bit more.

Mr. DODD. No argument there.

Mr. BAUCUS. I am sure teachers
agree with that. Another point, Mr.
President, is that teachers can, today,
deduct unreimbursed expenses. It is in
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the law today. Just as any employee,
they can deduct unreimbursed ex-
penses. They can deduct them. If it
were your sister buying supplies, she
can deduct all that. It is already de-
ductible today, as my good friend from
Virginia mentioned, as professional ex-
penses. We are not talking about an-
other deduction but adding a credit. It
is something in addition to what teach-
ers can already do. They can deduct
their professional expenses today, buy-
ing paper, and so forth. It is true they
don’t have the world’s highest tax
bracket, so the value of the deduction
isn’t as much as it otherwise might be,
but it helps a lot.

I think we should keep the policy of
deducting unreimbursed expenses, but
let’s not, on top of that, add a credit. I
think we should just hold the line.

Mr. WARNER. I ask unanimous con-
sent that we may have a minute and a
half so our colleague from Maine can
wrap up.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senator from Maine.

Ms. COLLINS. Mr. President, I want
to respond to the legitimate point the
Senator from Montana has raised. It is
true teachers can deduct unreimbursed
expenses—theoretically.

The problem is, most teachers don’t
make enough money to itemize. So
most of them do not get the benefit of
the itemized deduction that would
allow them to write off unreimbursed
expenses.

In addition, even those who itemize
have to reach a 2-percent floor of their
income in order to claim the deduc-
tion. So for the vast majority of our
Nation’s teachers, these are unreim-
bursed expenses for which there is no
tax deduction at all.

We have to remember that we are
talking about teachers who are not
well paid. I agree with the Senator
from Montana that we should pay our
teachers better. But we in the Senate
can take a modest step by adopting
this proposal to help our teachers who
reach deep into their pockets to pay for
classroom supplies and paper materials
and pay for course work. Can’t we take
the small step to say thank you for
their investment in our Nation’s chil-
dren? I think we can, Mr. President. I
hope the Senate will adopt this amend-
ment.

Mr. WARNER. Mr. President, we
yield on that. I commend my distin-
guished colleague from Maine.

The PRESIDING OFFICER. The Sen-
ator from Montana has 2 minutes re-
maining.

Mr. BAUCUS. I yield back the re-
mainder of my time.

The PRESIDING OFFICER. Under
the previous order, the Senator from
Missouri is to be recognized.

The Chair recognizes the Democratic
leader.

AMENDMENT NO. 674

Mr. DASCHLE. On behalf of the Sen-
ator from Missouri, I will not take the
full amount of time because I know the

May 17, 2001

Senator from West Virginia wants to
offer his amendment. We didn’t have as
much of an opportunity as I had hoped
earlier to talk about the Carnahan
amendment. Let me again compliment
the Senator from Missouri for her ef-
fort in calling attention to one of the
major concerns we have with the pend-
ing legislation.

The pending legislation, of course,
purports to provide tax relief to all
Americans. But there is a glaring ex-
ception to the equity with which they
attempt to provide that tax relief.
That exception refers to the fact of all
the different tax rates and the reduc-
tions within those rates.

The one that is entirely left out is
that 15-percent rate affecting 72 mil-
lion taxpayers. The largest percentage
of income-tax payers in the country
pay at the 15-percent rate—72 million
taxpayers pay the remaining 15-percent
rate. Yet this bill completely skips
over any rate reduction for those who
fall in that category. There is a 3-per-
cent rate reduction for those at the
very top. There are rate reductions for
those at every other level. But the rate
reduction for those who fall in the re-
maining 15-percent class has been
omitted.

Now, what the bill does do, of course,
is to provide a new rate of 10 percent
for that income below $12,000. But ev-
erybody is entitled, across the board,
to the benefits of that new rate of 10
percent, and so those income levels, at
$109,000, $166,000, and $297,000 all benefit
from the 10-percent rate cut, as does
the 15 percent. But over and above
that, those income levels beyond the
15-percent rate cut, beyond $65,000
gross, or $45,000 net, they all get sub-
stantial additional reductions in their
rates.

But this bill leaves out the 72 million
taxpayers who pay at the 15-percent
rate.

Senator CARNAHAN’S amendment says
we think everybody ought to have a
rate cut. So Senator CARNAHAN would
reduce the 1b-percent rate to 14 per-
cent. It would provide for a rate cut,
then, in every classification of income-
tax payer. The way she pays for it is
simply to provide for a l-percent rate
cut in all the other classifications. So
those making incomes at levels above
$297,000 would get a 1-percent rate cut;
those making incomes at $166,000 would
get a rate cut of 1 percent; those mak-
ing incomes of $109,000 would get a rate
cut of 1 percent; and those making in-
comes of $45,000 would get a rate cut as
well.

I can recall hearing vividly the Presi-
dent say there should not be winners
and losers as we cut taxes, that every-
body ought to get a tax cut. Well, if he
holds that philosophy, it would be hard
for him to support this bill because
this bill does create winners and losers.
If you fall in that 15-percent rate cut—
if you are one of those 72 million tax-
payers who fit into that income level
between $12,000 and $45,000 net, you
don’t get a rate cut. They don’t want
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you to know that, apparently, because
there hasn’t been much discussion
about it. But that rate was omitted. I
don’t know why it was omitted. I can’t
understand how anybody could argue
that it should be omitted. But it was
omitted. So you are left out; you have
no opportunity to benefit.

So I am really hopeful, Mr. Presi-
dent, that we can solve that problem.
The only way I know to solve the prob-
lem is to address the issue as Senator
CARNAHAN would address it—providing
that the rate cut go from 15 percent to
14 percent. One half of all South Dako-
tans fit into this category. I would
guess that between 40-50 percent of just
about all of our constituents fall into
this category. We know that 72 million
taxpayers fall into this category. It is
so0 critical, it seems to me, in the inter-
est of fairness. It is critical in the in-
terest of attempting to provide the
help to those middle-class working
families who probably need it as much
as anybody in the upper income scales
to provide them some relief as well.
That is what this amendment does.
Let’s give them that benefit of the new
10-percent bracket like all other rates
are provided, but let’s do what we are
doing for all other rates as well, by
providing them with at least some re-
duction. One percent may not be much
to some, but 1 percent is a whole lot
better than absolutely nothing, which
is what they get in this bill. That is
what the amendment does.

In the interest of time, I will yield
the floor. I just hope people will take
this into account, and, at the appro-
priate time on Monday, support the
Carnahan amendment.

I yield the floor.

The PRESIDING OFFICER. Under
the previous order, the Chair recog-
nizes the Senator from West Virginia.

AMENDMENT NO. 679

Mr. ROCKEFELLER. Mr. President, I
have an amendment that I send to the
desk and ask for its immediate consid-
eration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from West Virginia [Mr.
ROCKEFELLER], for himself, Mr. GRAHAM, Mr.
WELLSTONE, Mr. KENNEDY, Mr. HARKIN, Mr.
JOHNSON, MR. KERRY, Mrs. CLINTON, Mr. DAY-
TON, and Ms. STABENOW, proposes an amend-
ment numbered 679.

Mr. ROCKEFELLER. Mr. President, I
ask unanimous consent that the read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To delay the reduction of the top

income tax rate for individuals until a real

Medicare prescription drug benefit is en-

acted)

On page 9, between lines 14 and 15, insert
the following:

‘‘(4) DELAY OF TOP RATE REDUCTION.—

‘““(A) IN GENERAL.—Notwithstanding para-
graph (2), with respect to a calendar year, no
percentage described in that paragraph shall
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be substituted for 39.6 percent until the re-
quirement of subparagraph (B) is met.

‘(B) MEDICARE OUTPATIENT PRESCRIPTION
DRUG BENEFIT ENACTED.—Legislation is en-
acted that adds an outpatient prescription
drug benefit to the medicare program estab-
lished under title XVIII of the Social Secu-
rity Act, without using funds generated from
any surpluses in any trust fund established
under the Social Security Act, that is—

‘(i) voluntary,

‘“(ii) accessible
ficiaries,

‘(iii) designed to assist medicare bene-
ficiaries with the high cost of prescription
drugs, protect them from excessive out of
pocket costs, and give them bargaining
power in the marketplace,

‘‘(iv) affordable to all medicare bene-
ficiaries and the medicare program,

‘(v) administered using private sector en-
tities and competitive purchasing tech-
niques, and

‘“(vi) consistent with broader reform of the
medicare program.’’.

Mr. ROCKEFELLER. Mr. President,
this is an amendment regarding Medi-
care prescription drug benefits. Sen-
ators GRAHAM of Florida, WELLSTONE,
KENNEDY, HARKIN, JOHNSON, KERRY,
CLINTON, DAYTON, and STABENOW are
all listed as cosponsors, and I am sure
there will be more.

The amendment is an extraordinarily
serious amendment. It was the amend-
ment in the Finance Committee which
got the second most votes of any of the
amendments we did, and which I think
should have passed.

This amendment takes the top rate
reduction of our income tax as pro-
posed under the compromise bill and
makes it contingent upon the passage
of a prescription drug bill, a prescrip-
tion drug benefit that would, in fact, be
voluntary, accessible, affordable. This
amendment, therefore, is in the most
immediate terms about priorities. It is
a classic choice that Senators are
going to have to make that will say a
lot to the American people.

It is clearly saying the Medicare pre-
scription drug benefit that every single
political person on this Hill and those
at the other end of the avenue who
promised to the American people is
just as important as a tax reduction for
the wealthiest of our people.

This amendment does not preclude
the tax cut—I wish that to be clear—
but, rather, shifts the debate back to
the promise we have made and about
which we have been very firm and
talked about endlessly at hearings and
years of fora.

The amendment basically says the
reduction in the top tax rate will not
go into effect until and unless an acces-
sible, comprehensive, universal pre-
scription drug benefit is enacted. A
vote for this amendment is not a vote
against the tax cut. It is a vote in favor
of the prescription drug amendment.
The doing of the one does not preclude
the doing of the other. It is just that
you have to do the prescription drug
benefit to get to the top rate.

A vote in support of this amendment
says you believe it is just as important
that all Medicare beneficiaries who suf-
fer all over this country in various

to all medicare bene-
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ways and various forms against the
devastating and ever-growing cost of
prescription drugs, some of whom have
to make terrible choices in their lives
about this, that their plight is as im-
portant as those who are the wealthi-
est among us getting their top tax rate
reduction.

A vote in support of this amendment
says you believe the drug benefits
should take precedence over a tax cut.
It does not say you cannot have a tax
cut; it just says it should take prece-
dence over a tax cut with a prescrip-
tion drug benefit and you do not think
seniors should be forced to make the
choices they do now.

We have made some progress. The
budget resolution, thanks to the lead-
ership of the Senator from the State of
Iowa, the chairman of the Finance
Committee, explicitly rejects President
Bush’s prescription drug Dbenefit as
being insufficient and accepts the prin-
ciple that a prescription drug benefit
should be available to all beneficiaries
universally—not national in that
sense, not nationalize, not socialize,
just universal; everybody.

It says that 39 million Americans
who are Medicare beneficiaries and
those who are disabled should have this
benefit. It is a proposal that provides a
premium subsidy to all Medicare bene-
ficiaries, a proposal that ensures true
catastrophic coverage against drug
costs, a proposal that incorporates a
new benefit into the Medicare Pro-
gram. So it is just as reliable as all of
the other benefits in the Medicare Pro-
gram, a proposal that does not com-
pletely rely on private insurance be-
cause private insurance has failed
Medicare beneficiaries in terms of de-
livering that benefit.

I will close with this because there is
little time and others want to speak.
One group, which is bipartisan, says:

We agree with you we cannot enact a tax
break for the wealthiest Americans. We
should be sure our vulnerable citizens re-
ceive the lifesaving drugs they must have.

This is an absolutely classic choice
that Americans need to make about
prescription drugs. We are doing it on
their behalf in this amendment.

I hope my colleagues will support
this amendment, and I hope there are
other colleagues in the Chamber at this
time who will speak for this amend-
ment.

I yield to the Senator from Florida.

Mr. NICKLES addressed the Chair.

The PRESIDING OFFICER. The
Chair recognizes the Senator from
Oklahoma.

AMENDMENT NO. 674

Mr. NICKLES. Mr. President, I yield
myself 5 minutes to speak in opposi-
tion to the Carnahan amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. NICKLES. Mr. President, we
heard the minority leader say there are
72 million people who do not get any-
thing out of the bill; they do not get a
rate reduction because we do not re-
duce the 15-percent bracket.
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There are different ways of cutting
taxes. The way we have done it is to
put in a significant percentage of in-
come. People were saying 15 percent.
We said we are going to tax that at 10
percent. The net result is we cut
everybody’s individual taxes. If they
make up to $12,000 as an individual,
they get a tax cut of $300. If it is a cou-
ple, they get a tax cut of $600. That
boils down to an across-the-board cut,
if you want to look at that, for people
who are in the 10-percent bracket; if
they are married, it is a 10-percent tax
cut.

You can do that one of two ways. You
could say let’s reduce the 15-percent
bracket to 13.5 percent. I have sug-
gested that. It might make that sim-
pler policy. That way we can say we re-
duced every bracket a similar amount.
But the other brackets we reduced by 1
point. I suggested 1.5 points. In other
words, reduce the 15-percent bracket 10
percent so we can say we reduced every
bracket by the same amount. I will be
happy to reduce upper brackets by 10
percent. We do not do that, certainly
not retroactively.

For people to assume we are not
helping the lower or middle income is
not factually correct. The rate reduc-
tion we have in the bill reported out of
the Finance Committee exceeds 1 per-
cent. It exceeds what we have done in
every other bracket. It exceeds it for a
couple reasons. One, it is retroactive to
January 1 of this year. All other rates
have to wait until January 1 of next
year and get a 1-point reduction.

On the least income rate, we give
them a 33-percent reduction on their
first taxable income of $12,000. That is
a $600 savings, and that is over a 1-per-
cent reduction for everybody who is in
the 1b-percent bracket going all the
way up to $44,000, $45,000 for a joint
couple.

My point is there are different ways
of doing it. For people to demagog and
say they do not get a rate reduction,
well, they get a bigger tax cut by the
way we have done it.

If you want to change the way we
have done it and say for the 15-percent
bracket we reduce it to 14 or 13.5, we
could easily do that. It ignores that we
give a $500 tax credit per child, which
benefits that income category substan-
tially, and ignores the fact the income
tax credit is refundable over my rec-
ommendation.

There is a lot of tax policy direction.
I believe about $450 billion of the entire
rate reduction, which is only $850-some
billion, is directed on this 10-percent
bracket, on the lowest income. For
people to make this allegation that 72
million people are ignored is hogwash.
That is not correct. We could redo it by
rate reduction, we could redo it in any
number of different ways, but this
group gets the biggest percentage of re-
duction of anybody in this tax bill.
Upper income people, anybody else at a
28-percent rate, 31-percent rate, 33-per-
cent rate, 36-percent rate, 39-percent
rate, get a 1 point reduction for 4
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yvears. We are giving a great percent or
point reduction for low income retro-
active to January 1 of this year.

I urge my colleagues to vote no on
the Carnahan amendment.
Mr. GRAHAM. Will

yield?

Mr. NICKLES. I am happy to yield.

Mr. GRAHAM. I obviously was mis-
taken. I did not realize the people at
the higher income brackets did not
also get the benefit of the $600 reduc-
tion which comes by inserting the 10-
percent bracket at the commencement
of the tax table.

Mr. NICKLES.
didn’t.

Mr. GRAHAM. People in the 39.6-per-
cent bracket, do they get the same tax
reduction as the people in the 10-per-
cent bracket in dollar terms?

Mr. NICKLES. To answer my col-
league’s question, yes, the $600 applies
to all taxpayers. The percent reduction
did not happen for upper income tax-
payers. The fact is they only get 1
point reduction in taxes in the first 4
years of this bill, and that is January 1
of next year. Percentagewise, lowest
income people get a 33-percent reduc-
tion retroactive back to this year.

My point is you can do taxes dif-
ferent ways. Maybe a better way is to
take the 15-percent rate and make it 14
percent, not to do it in addition to the
10-percent rate.

So if colleagues want to change the
policy we have, not do the 10-percent
rate, and move the 15-percent rate to a
14-percent rate, if they like that, I am
happy, but they do not get as signifi-
cant a reduction as provided in the bill
before the Senate.

Mr. GRAHAM. Will
yield?

Mr. NICKLES. There are only 20 min-
utes on the amendment. We have 10,
and I know I have used 8, so I reserve
the remainder of my time.

Mr. GRAHAM. At the appropriate
time, I will ask a question about what
is the logic behind giving a 1l-percent
cut to the people at the 39.6-percent
bracket but not any cut at all to the
people in the 15-percent bracket, but I
cannot at this time.

AMENDMENT NO. 679

Mr. ROCKEFELLER. I yield 4 min-
utes to the Senator from the State of
Florida.

The PRESIDING OFFICER. The Sen-
ator from Florida.

Mr. GRAHAM. There are a lot of
ways in which we can determine what
our real priorities are. One of those is
not what we say. I imagine virtually
every Member of this Senate at some
point has said they favor a comprehen-
sive prescription drug benefit for older
Americans.

What really counts is not what we
say because we can say all things to all
people. What really counts is things
such as how do we spend our money—
that is a true indicator of one’s prior-
ities—or how do we spend our time—
that is a true indicator of one’s pri-
ority—or what things we do first.

the Senator

I never said they

the Senator

May 17, 2001

We had a period when we lived by the
slogan ‘‘Social Security first.”” We were
supposed to fix Social Security to deal
with that big wave of baby boomers as
our first priority. We obviously didn’t
accept that because we didn’t deal with
that, and we are not dealing with it to-
night.

What we are saying is our first pri-
ority is to cut the tax rates for the
wealthiest among us. The people who
earn the largest amount of income in
our society are about to get somewhere
in the nature of 30 percent of this $1.35
trillion tax cut.

We are saying with this amendment
there is another thing that needs to be
first. That is to be faithful to our com-
mitment to provide a prescription
medication benefit to our older Ameri-
cans. This is the opportunity to express
the sincerity of that commitment.

I urge my colleagues to vote for this
amendment. We have been talking
about it for years and years and years.
Mr. President, 2001 is the time to de-
liver a prescription drug benefit for
older Americans.

We have learned a number of things
during the years we have debated this
issue. We know prescription drugs are
often the best, sometimes the only,
way to treat many of the diseases faced
by the elderly. To deny these drugs is
essentially to sign a death warrant.

We have also learned that many
Medicare beneficiaries have no access
to any prescription drug benefit, that
many others are finding the benefits
they have to be inadequate, unstable,
and evaporate. We have learned the
majority of seniors are faced with a dif-
ficult choice of paying extremely high
prices at the retail outlets or forgoing
medically necessary prescription
drugs. We have learned those who are
able to purchase medicines are seeing
an ever-increasing share of their fixed
incomes going toward drugs as prices
continue to increase. We saw it last
year for many of the most significant
drugs for older Americans. That in-
crease was in the range of 15 to 20 per-
cent.

The time is long overdue for the Sen-
ate to say first things first. And first is
going to be to prepare our older citi-
zens for a life of quality and dignity
and affordability. The most funda-
mental step we can take to achieve
that goal is to include prescription
drugs as a basic benefit under the
Medicare program available to all
beneficiaries. Over 40 million Medicare
beneficiaries should not have to con-
tinue to wait for Congress, to wait for
Congress to get around to recognizing
the importance of something as basic
as their health care and the central
role of prescription drugs in protecting
their health.

I hope my colleagues will join me in
supporting this amendment and saying
first things first, prescription drugs for
older Americans are of equal impor-
tance to reducing the tax on the most
wealthy of our citizens.

The PRESIDING OFFICER. Who
yields time?
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Mr. ROCKEFELLER. If I might ask
the Presiding Officer how much time
remains.

The PRESIDING OFFICER. Four
minutes 52 seconds. The other side has
15 minutes.

Mr. ROCKEFELLER. Mr. President,
the Senator from West Virginia is
happy to yield 4 minutes to the junior
Senator from the State of Michigan.

Ms. STABENOW. Mr. President, I
thank my colleague from West Vir-
ginia. I appreciate his strong and con-
sistent leadership on this critical issue.
Thank you for proposing this amend-
ment. I am proud to be a cosponsor and
proud to join with our Senator from
Florida, Mr. GRAHAM, to talk this
evening about what is the most urgent,
critical issue facing our seniors and
many of our families.

I wish we had the same sense of ur-
gency about updating Medicare to
cover modern medicine, which is pre-
scription drugs, as we do with the sense
of urgency about the underlying tax
bill.

I support tax cuts. I consistently sup-
ported tax cuts. But I know this, when
we set the priorities for our country,
just like when we set the priorities in
our own family, if we need to ask the
top 1 percent of the wage earners of
this country to be able to wait just a
little bit until we can modernize Medi-
care for our seniors, I think that is a
fair request. I think it is fair and rea-
sonable for us to be placing a sense of
urgency on the senior citizen who is
going to get up tomorrow morning, sit
down at the breakfast table and decide,
do I eat today or do I get my medicine;
the seniors who are going to decide to-
morrow whether or not to cut their
pills in half so they stretch a little bit
longer or whether they are going to
take them every other week.

I have had doctors approach me,
greatly concerned because they have
elderly patients who are trying to self-
regulate so they can last just a little
bit longer with their medications be-
cause they know they are not going to
be able to afford to buy that prescrip-
tion.

I guess each and every one of us have
spoken about this issue and certainly
we have had people in our States
speaking to us. I only wish we would
have the same sense of urgency about
this issue as the campaign television
commercials of last year. Many of us
talked about this, on both sides of the
aisle, on both sides of the building. We
have talked and talked about this
issue. We know we have to address it.
We have that opportunity tonight
through this amendment. I urge my
colleagues on both sides of the aisle to
do just that.

This is a question simply of prior-
ities. This does not change the tax cut
other than to ask less than 1 percent of
the population to defer until we can
update prescription drug coverage
under Medicare. This does not change
the tax cut for any of the taxpayers,
but it asks one group of taxpayers if
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they can wait just a little bit in order
for our seniors, who have been waiting
so long, to be able to have us address
what is their most pressing issue.

I commend my colleague again. I
cannot think of anything more impor-
tant, in terms of addressing priorities
of our country, than to keep the full
promise of Medicare that was made
over 35 years ago.

We said at that time that we would
provide health care for anyone over age
65 or the disabled. If we do not update
this system to cover prescription drug
coverage, we are not keeping the prom-
ise.

I encourage my colleagues to support
this important amendment, and I will
yield any remaining time.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I am
going to address the Rockefeller
amendment that is before us, and I
think I can speak to what the Senator
from Michigan, the Senator from Flor-
ida, and the Senator from West Vir-
ginia have raised as legitimate con-
cerns.

I will start over here with the Sen-
ator from Michigan. There is as much
urgency about taxes as there is pre-
scription drugs and Medicare. We prob-
ably haven’t had as many hearings this
year on Medicare and prescription
drugs as we have taxes, but over the
last 12 months we have had a lot more
hearings in the Senate Finance Com-
mittee on Medicare and prescription
drugs than we have on taxes.

The reason we are having taxes up
before prescription drugs is simply that
the Tax Code was written in 1916 and
there have been a lot of changes to it
since then. For the most part, it is a
matter of just changing a few words
here or there. On the other hand, I have
to admit it is complicated by adding a
lot of new language. But when you are
dealing with the legislation we are
dealing with on this tax bill, it is not a
complicated item to change the Tax
Code to some extent. Maybe a little bit
on the estate tax provisions we have
here, but otherwise it is a matter of
fine-tuning.

When it comes to prescription drugs,
we are writing a whole new program.
The Democrat staff and Republican
staff are working on it right now. They
are charged from Senator BAUCUS and
me that we want to bring this up by
the latter half of July. My staff tells
me that it is quite a job for them to do
that. I am convinced they will meet
that deadline.

So it is a matter of doing what we
can do now and taking the necessary
time to do what is new and to do it
right. That is our commitment, to
doing it right.

There is not a greater urgency in my
committee for taxes over prescription
drugs. It is just a case of when you can
get each done. That is true of a lot of
other things we are going to be dealing
with as well, trade and Social Security.

In the case of being all things to all
people, in Towa you can’t be all things
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to all people. I don’t know about Flor-
ida. But if I were speaking about all
those things you said, the people of
Iowa would know I was not telling the
truth. Maybe there is something about
me; I can’t cover up very well. But I
have been telling people in Iowa that
we are going to have prescription drugs
legislation when we hope to get it out
of the committee. I have even sug-
gested there are some people in my
party who maybe would rather not do
anything, put it over to next year, get
an election year, get it all caught up—
we want to do that on the floor of this
Senate this October or November and
get it out of the way so it doesn’t come
into the election cycle.

The other thing is resources are part
of what the Senator from Florida is
talking about and the Senator from
West Virginia is talking about. Re-
member, we are not very far apart on
the resources, at least in the budget
resolution. My colleague supported and
offered—I don’t know whether he of-
fered it, but you at least spoke for a
$311 billion pot of money that is put
aside for Medicare. My amendment was
$300 billion. My amendment carried;
yours did not carry. It wasn’t because
the $11 billion one carried or the other
did not carry, it was where the source
of money was. Mine was from the con-
tingency; yours was from some reduc-
tion of the taxes. But you cannot say
the resources are not set aside.

Is that enough? I don’t know. But it
is what we have set aside—$11 billion
separate from what you thought was
enough from what I thought was
enough. Frankly, we don’t know. It de-
pends on how good you want to do it. If
you want to do it the way most of the
bills are introduced to make sure there
is no less than a 50-percent subsidy, it
is very expensive. But if you start it
with the idea you are going to have
universal access and in the universal
access have some ability to pay, there
is no reason why you have to have free
pharmaceuticals. You ought to have it
based on the ability to pay. We will
start it with the amount of money we
can and start at the bottom of the eco-
nomic ladder and move up and cover as
many people as we can and do it in a
way that brings the forces of the mar-
ketplace in, some bulk purchasing.

There are probably a lot of things I
can tell you that ought to be brought
into the program to make it so we can
provide more prescription drugs at a
lower level of cost, both to the tax-
payers and to the consumer as well.
But we are involved in this. So I think
we do not need, either from the stand-
point of legislative priorities, from the
standpoint of the resources that are set
aside, or a commitment on the part of
both political parties—maybe not ev-
erybody in both political parties—but
the commitment of people in political
parties to get this job done.

I want to make sure everybody un-
derstands you do not have to adopt
Senator ROCKEFELLER’s amendment to
make sure prescription drugs are going
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to get the attention that the last elec-
tion brought to it. The economics of it
are enough, but let’s say the ultimate
is when both political parties are cam-
paigning on something, it is an issue in
the campaign, that that is a commit-
ment to getting something done.

So I ask rejection of the Rockefeller
amendment based upon what is a com-
mitment on the part of many people in
this Congress to move ahead on this
issue.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr.
much time remains?

The PRESIDING OFFICER. The pro-
ponents have 1 minute, the opposition
has 8 minutes.

Mr. BAUCUS. Mr. President, there
are parts of this job that are not fun,
and one of them is standing up and say-
ing: I cannot agree with my good friend
from West Virginia. Believe me, he is a
good friend. There is no stronger advo-
cate for seniors and prescription drug
benefits than Senator ROCKEFELLER.

In many respects, we are here be-
cause of a man named Brian Schweit-
zer. Who is Brian Schweitzer? Brian
Schweitzer is a man from the State of
Montana who ran for the Senate. He
mobilized this Nation, or at least got
this Nation to realize that we need to
provide a prescription drug benefit
under Medicare.

He took busloads of seniors to Can-
ada, where seniors could buy prescrip-
tion drugs for much less than they cost
in the United States. He took busloads
of seniors to Mexico, where seniors
bought drugs for much less than they
could buy the same drugs, manufac-
tured by the same drug companies, in
the United States. He basically started
a kind of popular ‘‘prairie fire’’ for the
right reasons.

As a consequence, this issue probably
was a major component in about five
Senate elections this last year. It could
have been determinative in a couple,
but it was certainly a major issue. And
for good reason.

Last year, the 50 most popular pre-
scription drugs used by seniors rose by
twice the rate of inflation. Fifteen of
those 50 drugs increased by three times
the rate of inflation, and eleven of the
50 most popular drugs used by seniors
increased by three times the rate of in-
flation. Utilization—a fancy term for
‘‘use’’—is increasing. Costs are increas-
ing.

We all know that if we were to write
a Medicare bill today—not as we did in
1965—we would include outpatient drug
coverage under Medicare. That is a
given. We also know that it is a very
expensive proposition. We have to
write a prescription drug benefit bill
that is fair, that makes sense, that is
responsible, and that helps seniors.

Let’s take a drug that is very popular
among seniors, Prilosec. Prilosec is a
prescription drug that relieves ulcers
and similar gastrointestinal illnesses.
The out-of-pocket expense for Prilosec

President, how
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is about $1,400 a year. The average So-
cial Security benefits are $10,000 a
year. So that means that more than 10
percent of Social Security benefits
would go toward buying Prilosec for a
senior with an ulcer.

And we know that seniors take a lot
more prescriptions than Prilosec,
which helps them so much. We all
know the importance of prescription
drug therapies. That is a given. I do
not think anybody disagrees with that
in this Chamber.

The real question is, how do we de-
sign a benefit, and when? I tell you, I
will work as hard as I can to get a pre-
scription drug benefit passed this year,
working with my good friend from
Iowa, Senator GRASSLEY. But I do not
think it is wise to condition the enact-
ment of major legislation upon other
legislation. In fact, I believe it is un-
constitutional. The Supreme Court has
ruled that you cannot condition enact-
ment of legislation upon a contin-
gency. It is unconstitutional. It would
not stand constitutional scrutiny.

Although the constitutional issue is
one reason, the second reason I speak
in opposition to this amendment is a
public policy reason. It does not make
sense to condition passage of one major
bill upon passage of another major bill.
We should take up issues as they come
up, one at a time. It is perhaps a bit
simplistic, but you take each event as
it comes. We cannot condition hour 6
against hour 8 or 11, and so forth. It
cannot be done.

So I say to my very good friend from
West Virginia—I mean, he bleeds for
these issues, and correctly so, because
it is the right thing to do. But there is
a time and place for everything. One
can question, what is the right time?
The right place? There is a proper time
and place. According to Ecclesiastics,
there is a time and place for every-
thing.

I urge us to resist the Siren song of
contingency and, rather, to take up the
issue of prescription drugs when the
time comes—and that time is after the
passage of this tax legislation, which I
suspect will pass.

In relation to the conference report, I
am not sure the conference report is
going to be agreed to. That is a very
real concern that I have. But certainly
in the next three months or so, we can
sit down and work hard to get a pre-
scription drug benefit, a universal ben-
efit, along the principles we all know
we need and want, passed this year.
And we can do it.

Let’s do that, and pledge to do that.
But I do not think it is wise public pol-
icy to condition passage of one major
piece of legislation on another. Be-
sides, I believe it is unconstitutional.
So why are we are going to do some-
thing that is going to be ruled uncon-
stitutional? Let’s just do our tax busi-
ness now and then get the prescription
drug business done. Let’s aim for it.

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. ROCKEFELLER. Mr. President, 1
have a minute remaining.
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I would simply say, I think the point
is that the words that have been spo-
ken are good and encouraging. There is
a time and a place for everything, but
there is not necessarily the money for
everything. It is this Senator’s view—
and I think anybody who does the
mathematics of this bill, much less the
tax cut bills which will come later on—
we will be depleting the revenue avail-
able for us to spend on anything. There
will simply not be the money to pass a
prescription drug benefit in July or in
August or at any time unless we adopt
this amendment. The money will not
be there. You have to have the $300 or
$311 billion, and it will not be there.

I strongly, therefore, for 39 million
Medicare beneficiaries and for those
who are disabled and on a voluntary
basis want to make use of this, urge
my colleagues to adopt this amend-
ment. Because if they do not, there will
not be a prescription drug benefit.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

The manager has a minute and a
half.

Mr. GRASSLEY. Can we reserve our
time, Mr. President?

The PRESIDING OFFICER. Without
objection, it is so ordered.

AMENDMENT NO. 685

The PRESIDING OFFICER. Under
the previous agreement, the Senator
from Indiana is recognized and is in
control of time for 15 minutes.

Mr. BAYH. Mr. President, I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:

The Senator from Indiana [Mr. BAYH] for
Ms. SNOWE, for herself, Mr. BAYH, Mr.
CHAFEE, Ms. LANDRIEU, Mrs. FEINSTEIN, Ms.
Collins, Ms. STABENOW, Mr. JEFFORDS, Mr.
KoHL, Mr. CARPER, Mr. NELSON of Florida,
and Mrs. CLINTON, proposes an amendment
numbered 685.

Mr. BAYH. I ask unanimous consent
reading of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To preserve and protect the sur-

pluses by providing a trigger to delay tax
reductions and mandatory spending in-
creases and limit discretionary spending if
certain deficit targets are not met over the
next 10 years)

At the appropriate place, insert the fol-
lowing:

SEC.  .ENSURING DEBT REDUCTION.

(a) TRIGGER.—

(1) IN GENERAL.—Notwithstanding any
other provision of this Act or any other law,
the effective date of a provision of law de-
scribed in paragraph (2) shall be delayed as
provided in paragraph (3).

(2) PROVISION DESCRIBED.—A provision of
law described in this paragraph is—

(A) a provision of this Act that takes effect
in fiscal year 2005 or 2007 and results in a rev-
enue reduction; or

(B) a provision of law that—

(i) is enacted after the date of enactment
of this Act; and
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(ii) takes effect in fiscal year 2005 or 2007
and causes increased outlays through man-
datory spending.

(3) DELAY.—If, on September 30 of 2004 and
2006, the Secretary of the Treasury deter-
mines that the limit on the debt held by the
public in section 253A(a) of the Balanced
Budget and Emergency Deficit Control Act
of 1985 will be exceeded in the fiscal year be-
ginning October 1 of the following year, the
effective date of any a provision of law de-
scribed in paragraph (2) that takes effect
during that fiscal year shall be delayed by 1
calendar year.

(4) DISCRETIONARY SPENDING LIMITATION.—
Notwithstanding any other provision of law,
in any fiscal year subject to the delay provi-
sions of paragraph (3), the amount of discre-
tionary spending in each discretionary
spending account shall be the level provided
for that account in the preceding fiscal year
plus an adjustment for inflation.

(6) REPORTS TO CONGRESS.—On July 1 and
September 5 of 2003 and 2005, the Secretary of
the Treasury shall report to Congress the es-
timated amount of the debt held by the pub-
lic for the fiscal year beginning on October 1
of that year.

(6) CONGRESSIONAL ACTION.—

(A) TRIGGER.—

(i) MODIFICATION.—In fiscal year 2005 or
2007, if the level of debt held by the public for
that fiscal year would be below the level of
debt held by the public for that fiscal year in
section 263A(a) of the Balanced Budget and
Emergency Deficit Control Act of 1985 due to
the provisions of paragraph (3) and (4), any
Member of Congress may move to proceed to
a bill that would make changes in law to in-
crease discretionary spending and direct
spending and increase revenues (proportion-
ately) in a manner that would increase the
debt held by the public for that fiscal year to
a level not exceeding the level provided in
section 263A(a) of the Balanced Budget and
Emergency Deficit Control Act of 1985. The
motion to proceed shall be voted on at the
end of 4 hours of debate. A bill considered
under this clause shall be considered as pro-
vided in section 310(e) of the Congressional
Budget Act of 1974 (2 U.S.C. 641(e)). Any
amendment offered to the bill shall maintain
the proportionality requirement.

(ii) WAIVER.—The delay and limitation pro-
vided in paragraphs (3) and (4) may be dis-
approved by a joint resolution. A joint reso-
lution considered under this clause shall not
be advanced to third reading in either House
unless a motion to proceed to third reading
is agreed to by three-fifths of the Members,
duly chosen and sworn.

(B) OTHER FISCAL YEARS.—

(i) IN GENERAL.—In fiscal year 2003, 2005,
2007, 2008, 2009, or 2010, if the level of debt
held by the public for that fiscal year would
exceed the level of debt held by the public
for that fiscal year in section 253A(a) of the
Balanced Budget and Emergency Deficit
Control Act of 1985, any Member of Congress
may move to proceed to a bill that would
defer changes in law that take effect in that
fiscal year that would increase direct spend-
ing and decrease revenues and freeze the
amount of discretionary spending in each
discretionary spending account for that fis-
cal year at the level provided for that ac-
count in the preceding fiscal year plus an ad-
justment for inflation (all proportionately)
in a manner that would reduce the debt held
by the public for that fiscal year to a level
not exceeding the level provided in section
2563A(a) of the Balanced Budget and Emer-
gency Deficit Control Act of 1985. The mo-
tion to proceed shall be voted on at the end
of 4 hours of debate. Any amendment offered
to the bill shall either defer effective dates
or freeze discretionary spending and main-
tain the proportionality requirement.
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(ii) CONSIDERATION OF LEGISLATION.—A bill
considered under clause (i) shall be consid-
ered as provided in section 310(e) of the Con-
gressional Budget Act of 1974 (2 U.S.C.
641(e)).

(b) PuBLIC DEBT TARGETS.—The Balanced
Budget and Emergency Deficit Control Act
of 1985 is amended—

(1) in section 250(c)(1), by inserting ‘‘‘ debt
held by the public’” after ‘‘outlays’,’’; and

(2) by inserting after section 253 the fol-
lowing:

“SEC. 253A. DEBT HELD BY THE PUBLIC LIMIT.

‘‘(a) LiMIT.—The debt held by the public
shall not exceed—

‘(1) for fiscal year 2002, $2,955,000,000,000;

““(2) for fiscal year 2003, $2,747,000,000,000;

““(3) for fiscal year 2004, $2,524,000,000,000;

“(4) for fiscal year 2005, $2,279,000,000,000;

““(b) for fiscal year 2006, $2,011,000,000,000;

‘(6) for fiscal year 2007, $1,724,000,000,000;

“(T) for fiscal year 2008, $1,418,000,000,000;

‘“(8) for fiscal year 2009, $1,089,000,000,000;
and

“(9) for fiscal year 2010, $878,000,000,000.

“(b) ADJUSTMENTS TO DEBT TARGETS FOR
INABILITY TO REDEEM.—

“(1) IN GENERAL.—The debt held by the
public targets may be adjusted in a specific
fiscal year if the Secretary of the Treasury
certifies that the target cannot be reached
because the Department of the Treasury will
be unable to redeem a sufficient amount of
securities from holders of Federal debt to
achieve the target.

“(2) CERTIFICATION.—The certification
shall—

‘“(A) be transmitted by the President to
Congress;

‘(B) outline the specific reasons that the
targets cannot be achieved and the esti-
mated amount of excess reserves that will
accumulate due to an inability of the Treas-
ury to redeem Federal debt; and

“(C) not be the result of a lack of surplus
revenues being available to redeem debt held
by the public.

““(3) CONGRESSIONAL ACTION.—The adjust-
ment provided in this subsection may be dis-
approved by a joint resolution. A joint reso-
lution considered under this paragraph shall
not be advanced to third reading in either
House unless a motion to proceed to third
reading is agreed to by a majority of the
whole body.”.

(¢) CONGRESSIONAL BUDGET PROCESS.—

(1) POINT OF ORDER.—Section 301 of the
Congressional Budget Act of 1974 is amended
by adding at the end the following:

‘“(j) DEBT HELD BY THE PUBLIC POINT OF
ORDER.—It shall not be in order in the Sen-
ate to consider any bill, joint resolution,
amendment, motion, or conference report
that would—

‘(1) increase the limit on the debt held by
the public in section 253A(a) of the Balanced
Budget and Emergency Deficit Control Act
of 1985; or

‘(2) provide additional borrowing author-
ity that would result in the limit on the debt
held by the public in section 253A(a) of the
Balanced Budget and Emergency Deficit
Control Act of 1985 being exceeded.”.

(2) SUPERMAJORITY WAIVER AND APPEAL.—
Subsections (c)(1) and (d)(2) of section 904 of
the Congressional Budget Act of 1974 are
amended by striking ‘‘305(b)(2),”” and insert-
ing ““301(j), 305(b)(2),”.

(3) ADDITIONAL AMENDMENTS TO THE BUDGET
ACT.—The Congressional Budget Act of 1974
is amended—

(A) in section 3, by adding at the end the
following:

‘“(11)(A) The term ‘debt held by the public’
means the outstanding face amount of all
debt obligations issued by the United States
Government that are held by outside inves-
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tors, including individuals, corporations,
State or local governments, foreign govern-
ments, and the Federal Reserve System.

“(B) For the purpose of this paragraph, the
term ‘face amount’, for any month, of any
debt obligation issued on a discount basis
that is not redeemable before maturity at
the option of the holder of the obligation is
an amount equal to the sum of—

‘(i) the original issue price of the obliga-
tion; plus

‘‘(ii) the portion of the discount on the ob-
ligation attributable to periods before the
beginning of such month.”’;

(B) in section 301(a) by—

(i) redesignating paragraphs (6) and (7) as
paragraphs (7) and (8), respectfully; and

(ii) inserting after paragraph (5) the fol-
lowing:

‘“(6) the debt held by the public; and”; and

(C) in section 310(a) by—

(i) striking ‘‘or’” at the end of paragraph
3);

(ii) by redesignating paragraph (4) as para-
graph (5); and

(iii) inserting the following new paragraph;

‘‘(4) specify the amounts by which the stat-
utory limit on the debt held by the public is
to be changed and direct the committee hav-
ing jurisdiction to recommend such change;
or’.

Mr. BAYH. Mr. President, I also ask
unanimous consent that I be permitted
to modify my amendment prior to the
vote in relation to the amendment on
Monday. Let me assure the managers
that this modification will not sub-
stantially change the effect of the
amendment. It is to make some minor
technical corrections to the current
draft.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

Mr. BAYH. Mr. President, I yield the
floor to my colleague from the great
State of Maine and, in doing so, would
like to thank her for her courage and
steadfast support of this amendment.
Without her support, we would not be
where we are today.

The PRESIDING OFFICER. The Sen-
ator from Maine.

Ms. SNOWE. Mr. President, I thank
the Senator from Indiana for his lead-
ership on an issue in which we share a
mutual goal that we wish to advance
and address in this Congress with re-
spect to this legislation. I thank him
for his commitment and persistence in
bringing this to the attention of our
colleagues in the Senate and in the
Congress.

Mr. President, the amendment we are
offering today in conjunction with our
colleagues is on a bipartisan basis. In
fact, Senator BAYH and I have worked
together since early March in address-
ing this issue, in which 11 of our col-
leagues have offered this legislation
with us, to address the potential for en-
suring that surplus projections are re-
alized over the next 10 years with re-
spect to this tax package, as well as all
the other spending proposals that will
be considered by this Congress and fu-
ture Congresses.

This legislation really came to us as
a result of Chairman Greenspan’s testi-
mony back in January before the Sen-
ate Budget Committee. I think all of us
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understand—and Senator BAYH and I
have had many conversations in this
respect—that we want to ensure that
our hard-fought effort to eliminate
deficits and buying down the debt is
not undone because our current surplus
projections do not materialize in the
future.

That is why this amendment specifi-
cally will establish a trigger, based on
the recommendations that were pro-
posed by Chairman Greenspan, that
links the tax cuts and spending in-
creases to actual fiscal outcomes over
the next 10 years.

The bottom line is, it is absolutely
imperative that we make tax relief and
spending increases work, not only for
American families but also for the fu-
ture well-being of this country.

We have a projection of $5.6 trillion
in surpluses over the next 10 years.
Those are projections that have been
made by the Congressional Budget Of-
fice. We have an obligation to be re-
sponsible stewards of that surplus so
we can address a variety of pressing na-
tional needs.

We are setting aside money for pre-
scription drugs, an issue just men-
tioned in this Chamber. We are setting
aside money for education which we
are also concurrently debating in the
Senate. We are also setting aside
money to bring down the debt over the
next 10 years so we can reduce the debt
and, indeed, eliminate the national
debt. We are also setting aside all the
surpluses that belong to the Social Se-
curity as well as the Medicare trust
funds. We also understand that these
burgeoning surpluses are predicated on
certain assumptions upon which the
tax cuts as well as our spending poli-
cies are being developed. We have no
idea whether or not these surpluses are
going to materialize over the next 10
years.

While undoubtedly these projections
are predicated on some very sound as-
sumptions and the best available eco-
nomic and budgetary estimates, the
fact is they just happen to be esti-
mates. Indeed, if the past is prologue,
there is a 50-percent chance that CBO’s
projection of a surplus over the next 5
years will actually miss the mark by
more than 1.8 percent of the GDP. That
is $245 billion in the fifth year alone,
with an estimated on-budget surplus in
2006 of over $276 billion which includes
a surplus in the Medicare trust fund of
$44 billion. The impact of such an error
would be disastrous as Congress would
be forced to dip into the Medicare sur-
plus in that year alone, even absent
any changes in tax and spending poli-
cies.

It also bears noting, as it shows on
this chart I have behind me of the 10-
year projection, nearly two-thirds of
the projected surplus will not accrue
until after the fifth year. In fact, only
$2 trillion, or 36 percent of the surplus,
will accrue over the coming 5 years,
while 64 percent of the surplus will ma-
terialize in the final 5 years. So if sur-
pluses prove to be substantially lower
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in the fifth year alone, the impact on
subsequent years will likewise be sub-
stantial.

Any long-term cuts in spending poli-
cies premised on the higher estimates
could quickly force us to use our Social
Security surpluses, put our budget
back in the red, or use Medicare sur-
pluses, all of which are not options
available to this Congress or future
Congresses.

That is why we came to this point in
terms of developing a trigger mecha-
nism: How best do we address this
problem in a most prudent fashion.
That is why I commend the Senator
from Indiana and the Senator from
Michigan, who is here, an ardent sup-
porter of making sure we adhere to
these surpluses and these projections
over the next 10 years, as any State in
the country has to do with their con-
stitutional amendments to balance the
budget.

In fact, many of us have been ardent
supporters of a constitutional amend-
ment to balance the budget. We did so
and thought so because we knew we
had to adhere to a bottom line. So our
principle is very simple. We are saying
that in the years 2004 and 2006, we will
have to take a window, we will have to
look at whether or not we are adhering
to our debt reduction goals.

In the event the Secretary of the
Treasury indicates that we will not
meet those goals in the years 2005 and
2007, then Congress obviously will have
to take immediate action to cut back,
to stop the next phase of the tax cut or
the next phase of spending increases
over the rate of inflation.

We have laid out the debt targets.
They are laid out in this amendment,
according to the Congressional Budget
Office economic outlook. We make sure
we have the ability to respond to the
Secretary of the Treasury’s report that
will be made initially in July and then
immediately after Labor Day on the
status of our progress towards achiev-
ing this debt reduction goal for the
year. If the Secretary reports that the
goal will not be met, Congress will
then know, very clearly, that steps
must be taken to get us back on track.

As I said, if the debt targets are not
met in the years 2005 and 2007, the
scheduled phase-in of the new tax cuts
and the mandatory spending, which is
additional mandatory spending, new
phased-in discretionary spending above
the rate of inflation will be delayed for
1 year or until the target is met in fu-
ture years.

In all of the other years in this 10-
yvear window, we will have what is
called the midcourse correction review.
Again, it will give us the opportunity
to analyze our progress made towards
debt reduction, ensuring that we are
still on track each and every year for
the specified targets that will be laid
out in this amendment, the ones that
have been established in the Congres-
sional Budget Office report for each
and every year.

In the event that any Member of the
House or Senate chooses to raise a
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privileged motion to address the spend-
ing for the next year or mandatory
spending or the new tax cuts, they will
have a privileged resolution on the
floor of the House for consideration.
And amendments can be offered to ad-
just, during the course of the mid-
course correction review, the tax cut
and spending that would be adjusted.
Any subsequent amendment of that
kind would have to be proportionate so
that it could not be adjusted just from
the tax cut side of the equation or just
from spending alone.

We think this is an effective mecha-
nism because it gives us an oppor-
tunity to be able to analyze, as any
business does in this country, any fam-
ily does, any State that has to abide by
its constitutional requirements to bal-
ance the budget, as to whether or not
we are proceeding on track with the
surpluses, with these projections, and
with the debt reduction. It will give us
the opportunity in 2 of the years over
the next 10 years for an automatic trig-
ger in which we will have the oppor-
tunity to respond to the next phase-in
of a tax cut or new spending policies.

It is not a retroactive tax increase,
as many have said. We are not going to
be doing anything retroactive either
with respect to spending or with tax
cuts. It would all be prospective. It
gives us an ability to look forward to
make sure we are being prudent so we
do not repeat the past with respect to
deficits in accruing the kind of na-
tional debt that has been a burden to
this country.

As I said, I hope my colleagues who
worked so hard over the years for the
passage of a constitutional amendment
to balance the budget will see this as
an effort to maintain similar fiscal re-
sponsibility. We cannot afford to see
the hard work that went into reaching
the desired goal of balancing the budg-
et that we have made a reality today
be undone by the adoption of either tax
or spending policies that are allowed to
move forward unchecked.

For those who believe that the as-
sumptions on which this budget and
this specific tax bill are based are
sound, the trigger poses no threat as it
would never be turned on.

May I ask the Senator for additional
time?

Mr. BAYH. Yes, absolutely.

The PRESIDING OFFICER. Is the
Senator asking to use Senator Bayh’s
time? The Senator’s 10 minutes allot-
ted from the Senator from Indiana
have expired.

Mr. GRASSLEY. If we want to speak
and raise any questions, that is the
only time we have.

The PRESIDING OFFICER. The Sen-
ator from Indiana may yield time.

Mr. BAYH. I am happy to yield time
to my colleague from Maine.

Ms. SNOWE. I appreciate the time of
the Senator from Indiana. I will defer
and wait towards the end. I thank the
Senator.

The PRESIDING OFFICER. The Sen-
ator from Indiana.
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Mr. BAYH. Mr. President, I again
thank my colleague from Maine who so
eloquently outlined the case for this
amendment. I am grateful to her and
others on her side of the aisle who have
joined with us in this cause. It is truly
a bipartisan effort in an institution
that all too often is characterized by
too much partisanship and divisive-
ness.

I thank my colleague, Senator STA-
BENOW from Michigan, from whom we
will hear in a few moments, who has
been a steadfast supporter of fiscal re-
sponsibility in this effort.

I also echo what Senator SNOWE men-
tioned, that Alan Greenspan, Chairman
of the Federal Reserve, endorses this
approach. The Concord Coalition, one
of the foremost institutions dedicated
to fiscal responsibility and rectitude,
endorses this initiative. The Progres-
sive Policy Institute, also dedicated to
sound economic policies and fiscal poli-
cies, endorses this approach.

I rise because I support tax cuts. I
rise because I support tax cuts that are
fiscally responsible, that do not put
our Nation on a path to return to the
days of debt and deficit from which we
have so recently extricated ourselves.

I support tax cuts that accommodate
our other important priorities, espe-
cially Social Security and Medicare,
ensuring that our Nation will keep
that commitment to our parents and
our commitment to our children that
we will fulfill our own obligations in
supporting the retirement system of
our parents and grandparents.

I support tax cuts that honor our Na-
tion’s most cherished enduring values:
thrift, personal responsibility, self-reli-
ance, and not asking our children to
pay the bills that we today incur, but,
instead, taking care of our own obliga-
tions.

That is why I, along with my col-
leagues on both sides of the aisle, am
honored to support this amendment.
This amendment will put tax cuts—
meaningful tax cuts—for the American
people into place immediately and ir-
revocably. It will pay down the debt
more rapidly than the approach sug-
gested by the administration and the
one reported from the committee. This
amendment dedicates the surpluses in
Social Security and Medicare trust
funds to the cause of debt reduction,
thereby not only paying down the Na-
tion’s debt more rapidly, but ensuring
the integrity and solvency of Social
Security and Medicare.

This amendment will strengthen our
economy by paying down the debt more
rapidly, to keep interest rates low, in-
vestment and productivity growth
high, perpetuating the virtuous cycle
of the last several years that has seen
unprecedented economic expansion
across our country—22 million new jobs
and 2 million new businesses.

I have supported tax cuts throughout
my career, first as Governor, signing
the largest tax cut in the history of our
State; and I have previously supported
tax cuts in this body. Indeed, I can sup-

CONGRESSIONAL RECORD — SENATE

port the tax cuts before us. I speak not
only for myself but for many Ameri-
cans when I say the uncertainty inher-
ent in 10-year projections disturbs me
because it raises a very real and
present danger of returning to sizable
debts and deficits.

This would be a great problem for our
country. It is something I believe we
must address in a responsible way if we
are going to have tax cuts that truly
serve all of the priorities of the Amer-
ican people. The approach we have sug-
gested is a commonsense approach. In
the early years, when the surpluses are
most reliable, the tax cut will go into
effect immediately and be irrevocable.
In future years, we will ensure the sur-
plus that makes the tax cuts possible
actually materializes, and that we
don’t dip into Social Security or Medi-
care, jeopardizing those systems, to
make the tax cut possible. That needs
to be our top priority.

Again, we need to remind ourselves
of the inherent uncertainty in 10-year
projections. As the Secretary of the
Treasury, Mr. O’Neill, suggested, 10-
year projections ‘‘aren’t worth the
paper they are written on.” And they
are not. We owe it to the American
people to take prudent steps to ensure
the actions we take today, in fact, lead
to the results that we promise tomor-
Tow.

Finally, two brief observations. Let
me counter some of the criticisms of-
fered with regard to our approach.
First, the issue of uncertainty. In fact,
a trigger amendment in the tax cut
creates greater certainty. It creates
greater certainty in the bond market
by ensuring that interest rates can be
low because the debt will actually be
paid down and deficits will not return.

There was a headline in the Wall
Street Journal Friday saying that in-
terest rates were beginning to rise be-
cause of concern that we might return
as a nation to the time of deficits
again. The trigger creates greater cer-
tainty by ensuring that we do not re-
turn to deficits and thereby reassures
the bond market. It also ensures that
we won’t have future tax increases—
one of the greatest causes of uncer-
tainty that we can have.

Following the tax cut of 1981, we had
six separate tax increases in this coun-
try for the American people. That is
real uncertainty. A trigger amendment
will avoid that. As my colleague from
Maine suggested, there is nothing in
the trigger amendment that will lead
to a tax increase. On the contrary, the
phases of the tax cut that go into ef-
fect, because we can afford them, will
be irrevocable. There is nothing that
will repeal any tax cuts that have been
put into place in this trigger amend-
ment. On the contrary, it merely
delays future phases of tax cuts until
the surpluses that make them possible
arrive.

The only counterargument to that
would be to suggest that we dip into
Social Security and Medicare to pay
for tax cuts—something I am sure the
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majority of my colleagues do not sup-
port.

This will not go into effect should we
run the risk of entering a recession.
First of all, the greatest risk of deficits
and a return to debt is not that we
have a significant recession, but that
estimates are merely wrong and the er-
rors compounded over a 10-year period
lead to a sizable error in our projec-
tions. For example, a mere four-tenths
of 1 percent difference in GDP and pro-
ductivity growth would lead to a tril-
lion-dollar difference in the surplus es-
timates, running a real risk of return-
ing to deficits and increasing the na-
tional debt.

In case we do face the prospect of a
recession, we have included a provision
that would waive the trigger in the
event the blue-chip forecast of the
most prominent private sector econo-
mists predicts 4 consecutive months
where the growth rate in this country
will slow to an unacceptable level.

Finally, regarding criticisms, let me
say that this does not favor spending at
the expense of tax cuts. On the con-
trary, as my colleague from Maine so
ably pointed out, spending increases
are held to the rate of inflation—half
the rate of spending increases con-
tained in the budget bill voted on last
week, and much lower than rates in in-
creased spending in recent years. If
this had been the fact, spending would
be much lower than today.

Let me conclude by saying this. Let
us go forward and enact significant tax
relief for the American people. Let us
enact this tax relief in a way that is
fiscally responsible and would hold
sure that our children and grand-
children do not live to rue the day of
unintended errors that we made that
could have been avoided. Let us enact
these tax cuts in ways to preserve So-
cial Security and Medicare. Let us
enact these tax cuts in ways that will
be true to the enduring values of self-
reliance and self-sufficiency that have
always made our Nation great.

Finally, let me say we must learn the
lesson of history. The last time this
Chamber was called upon to make deci-
sions of this magnitude, we, frankly,
didn’t do a very good job. The decisions
that were made and the votes that
were cast led to the largest deficits in
the history of our country, the largest
increase in the national debt in the his-
tory of our country, to a lower rate of
economic growth and a lower standard
of living for the American people. Let
that not happen again.

This amendment and the fiscal re-
sponsibility that it will bring to these
tax cuts will ensure that all of the ele-
ments of prosperity for the American
people will be put into law and that, it
seems to me, is our responsibility.

I will now be pleased to yield to my
colleague and friend from the great
State of Michigan, Senator STABENOW,
who has been a steadfast supporter of
this effort. She is new to this body, but
she is already making a tremendous
impact.
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Ms. STABENOW. Mr. President, I
thank my colleagues, Senator BAYH
and Senator SNOWE, for their leader-
ship on this important issue. We joined
together back in the beginning of
March with colleagues on both sides of
the aisle to come together and lay out
the concept that had been presented in
the Budget Committee by Chairman
Alan Greenspan. Both Senator SNOWE
and I have the opportunity to serve on
that committee, and we heard the
chairman talking about the need to, in
some way, phase in tax cuts as we con-
tinued to pay down the debt. He cau-
tioned us that we should maintain our
focus on paying down the debt and fis-
cal responsibility and, if we did it
right, we could do both; we could pay
down our debt, we could protect Social
Security and Medicare by doing it, and
we could provide meaningful tax relief.

After listening to him and being a
part of that process, I was pleased to
join with my colleagues in working to
put together an approach that puts
into place the guarantees for fiscal re-
sponsibility, protecting Social Secu-
rity and Medicare, and ensuring that
we maintain the track we are on eco-
nomically as a country, which has
brought us to this wonderful time of
low interest rates, low unemployment,
opportunity for our workers, our small
businesses, our farmers, and all of our
families who have benefited from the
last 8 years of prosperity.

As Senator BAYH was speaking about
not returning to the past, I thought
about when I was in Michigan as a
State legislator in the time of the 1980s
and we went through some extremely
difficult times. Michigan is one of
those States where if someone sneezes
across the country, we get a big cold,
because the fact is, we had high unem-
ployment, high interest rates, and defi-
cits at the State as well as the national
level. Many tough decisions were made
to get us to this point.

I was honored in 1997 to be in the U.S.
House of Representatives and cast a
vote to balance the budget. I know
there were those who came before me
who had to make very difficult deci-
sions to get us to that point.

I believe it is my responsibility and
urge all of us to join together in ac-
cepting the responsibility of maintain-
ing the fiscal course we are on—fiscal
responsibility and guaranteeing that
we do not use the Medicare and Social
Security trust funds for either spend-
ing or tax cuts.

This particular proposal will put in
place the mechanisms to guarantee
that does not happen. The tax cuts pro-
ceed, the phase-ins proceed unless we
find we are dipping into Medicare and
Social Security to pay for them or for
spending. We are saying it does not
matter what Social Security and Medi-
care are used for; if it is not for Medi-
care or Social Security, it is not OK.

This trigger puts in place the mecha-
nism to guarantee we continue to pay
down our debt, that we are, in fact,
keeping the promise of Medicare and
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Social Security, and that we are pro-
viding tax relief in a responsible way.

I am very proud to have joined my
colleagues. I joined Senators today in
voting for tax relief. I have in the past
throughout my time of public service,
and I intend to do that again, but I also
intend to make sure that whatever I
am doing in terms of my votes, I keep
first and foremost the value of fiscal
responsibility at the forefront and that
I am keeping the promise of Medicare
and Social Security as we do that.

If, in fact, we do not take the time to
pay down our national debt, about
which we have all been talking for so
many years, if we do not take this time
to eliminate as much of that debt as
possible so that our children do not
have to bear that burden in the future,
then when will we? If we do not do it
during this opportunity of fiscal sur-
pluses, when will we?

I urge my colleagues to join us. The
bipartisan amendment that is before us
is one that I hope we will enact.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

The Senator from Montana.

Mr. BAUCUS. Mr. President, we do
not have a lot of time, so I cannot go
into great detail. I believe we have 5
minutes; is that correct?

The PRESIDING OFFICER. That is
correct.

Mr. BAUCUS. Mr. President, with all
due respect to my very good friends,
this is an uncertainty layered upon an
uncertainty. The uncertainty is wheth-
er the surplus target will be met. The
uncertainty layered on top of the un-
certainty is whether the trigger will be
pulled.

We cannot legislate certainty. We
can only exercise good judgment. We,
as a Congress, in these next years, have
to decide what to do according to the
circumstances at the time and exercise
good judgment as to what we should
do.

Unfortunately, nobody has discussed
the substance of this amendment. It is
because we are in this time constraint
where everything is rushed, and we are
in message amendment time. Nobody
has looked at the substance. There
have been no hearings on this.

Let me tell you what this thing does.
I am all in favor of the intent, but if
this is enacted, we are making a mock-
ery of the Congress—a mockery. First,
you cannot and should not limit public
debt management. The Treasury Sec-
retary has to have discretion in debt
management. Right off the top, we are
tying the hands of the Treasury Sec-
retary, for whatever reason he or she
may want to borrow more, sell more
securities, sell more bonds for domestic
reasons or for international reasons.

Secretary Rubin has said consist-
ently that we should not tie debt man-
agement to fiscal policy. You should
not do it. It is wrong.

I understand why the Senator from
Indiana is offering this amendment,
and I understand why the Senator from
Maine is offering the amendment.
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Let me talk about the uncertainties
in this amendment. I do not know if
Senators know what is in the amend-
ment. This amendment essentially pro-
vides—I will summarize it—scheduled
debt reduction targets, in even num-
bered years, and the Treasury Sec-
retary will certify whether these tar-
gets are being met.

If they are not being met, then what
happens? What is triggered is that re-
ductions in taxes are automatically
stopped, the growth rates for discre-
tionary spending are automatically
held at the rate of inflation, and enti-
tlement spending increases are auto-
matically stopped.

What about a Medicare drug benefit?
I heard that entitlement increases will
be stopped. No, I will stand corrected
because I see the Senator from Indiana
shaking his head. But the way it is
drafted, new entitlement spending, as I
understand it, is included in the trig-
ger. But I stand to be corrected if that
is not the case, but that is how I read
this amendment now.

What happens in odd-numbered
years? Things are not automatic. But
any Member can stand up in this
Chamber and say the targets have not
been met and set a trigger process in
motion. Boy, is that uncertainty.

Do we really want to tie our hands
like that? Do we want to limit our dis-
cretion in future years as to what is
best by putting this automatic provi-
sion in the law? Do we want to tie the
hands of our Treasury Secretary in
debt management? Do we really want
to do that? What are other countries
going to think watching us do this?

Talk about the steepness of the yield
curve. Why is the yield curve steep? It
is steep because the bond market today
believes in the outyears that interest
rates are going to rise. Why? Because
the Federal Reserve has just lowered
interest rates by 50 basis points. And
because this tax cut is going to pass.
The market thinks there is going to be
growth because of the stimulus of this
tax cut and because of the lowering of
short-term interest rates. As a result,
the market believes there will be infla-
tion in the outyears; therefore, long-
term interest rates are going to be
higher. That is what is going on.

And I will tell you something else.
The markets will not believe a trigger
which is not real. This is not real. This
is a message amendment. It is a mes-
sage amendment. It is not real legisla-
tion. We should not be standing here—
I am getting tired of message amend-
ments, Mr. President. I want to legis-
late. I do not want to give messages. 1
want to legislate, and this is a message
amendment. It is not legislation, seri-
ous legislation. I believe we should not
adopt it.

Mr. GRASSLEY. Mr President, Sen-
ators BAYH and SNOWE have a sincere
concern over the long-term fiscal situ-
ation of the country.

The fiscal discipline of the country’s
budget is important. I share that
goal—fiscal discipline first. The budget
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approved by a bipartisan majority of
the Congress meets the test of fiscal
discipline.

The trigger is unwise because it un-
dermines the long-term stimulative ef-
fect of the tax cut. It makes the tax
cut uncertain.

The trigger is unnecessary because
the pattern of the tax cut follows the
pattern of the projected surplus.

The lion’s share of the revenue loss
occurs after b years.

Finally, if things go south on the
projections, you can be sure Congress
will raise taxes:

Over the last 20 years we have raised
taxes in 1982, 1984, 1990, and 1993. Only
twice has Congress pushed through a
tax cut that became law—1981 and 1997.

Conditional tax cuts are not desir-
able—they do not stimulate workers,
investors, and businesses behavior. Let
us have certainty in tax relief. The
American people, who are taxed at
record post war levels, deserve no less.

The PRESIDING OFFICER. All time
has expired.

Under the previous order, the Sen-
ator from Iowa, Mr. HARKIN, is to be
recognized.

The Senator from Maine.

Ms. SNOWE. Mr. President, I ask
unanimous consent for an additional 10
minutes on this amendment.

The PRESIDING OFFICER. Is there
objection?

Mr. BAUCUS. Mr. President, I do not
think I can agree to that unless there
is an equal opportunity to respond.

Ms. SNOWE. If there is no objection.

Mr. BAUCUS. Also, we have a lot of
other amendments lined wup this
evening, and I do not know whether
those Senators really want to move to
their amendments or not. There was a
time agreement. I see Senator LAN-
DRIEU is here. Senator LANDRIEU may
want to offer her amendment at this
time.

Ms. LANDRIEU. Mr. President, I do
intend to offer my amendment, but I
will be happy to wait for a few mo-
ments, so I have no objection.

The PRESIDING OFFICER. The Sen-
ator in the Chair has some concern
about extending the evening consider-
ably longer. There are about 2 hours of
debate remaining.

Mr. BAUCUS. Mr. President, I ask
consent that 5 additional minutes be
evenly divided on this amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Ms. SNOWE. I thank the Senator
from Louisiana for her consideration.

I address several of the issues raised
by the ranking member, Senator BAU-
cUSs, with respect to this trigger mech-
anism. I think they are important
issues. I remember so often during my
16 years in the House of Representa-
tives where we had to have a vote
every year to raise the debt ceiling be-
fore we could move further in addi-
tional spending. I can also recall the
number of times that was postponed.

I am not suggesting that is what we
should do. The Secretary of the Treas-
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ury has considerable flexibility. In
fact, we have these established debt re-
duction targets, ones that come out
from the CBO. They are targets to be
adhered to by the Secretary of the
Treasury and give the flexibility to re-
duce further debt and be able to redeem
that debt and also, in the mid-course
correction, it gives Members the abil-
ity to raise the issues. But it would be
upon a vote of the House and the Sen-
ate before any other changes could
occur.

This does provide a measure of cer-
tainty that is very critical to ensure
we stay on track. That is what a bal-
anced budget is all about. We make the
adjustments each and every year. I
hope we intend to make those adjust-
ments each and every year in the event
our debt reductions are not met. That
is what this trigger is all about.

Mr. President, the bottom line is
that we need to make tax relief and
spending increases work—not only for
American families, but for the future
economic health and well-being of this
nation. With a $5.6 trillion surplus pro-
jected by CBO for the next ten years,
we have an obligation to be responsible
stewards of that surplus, so that we
can seize the opportunity to address a
variety of pressing national needs like
buying-down the debt, increasing fund-
ing for shared priorities like education
and health care, and providing mean-
ingful tax relief as this tax bill pro-
vides.

At the same time, we need to be sure
that the burgeoning surplus assump-
tions on which our tax cut and spend-
ing decisions are made actually mate-
rialize—not disappear as quickly as
they materialized. Because while the
projected surplus is undoubtedly based
on the best available economic and
budget estimates, they are still just
that—estimates.

Indeed, if past is prologue, there is a
50 percent chance that CBO’s projec-
tion of the surplus only five years from
now will miss the actual mark by more
than 1.8 percent of GDP—that’s $245
billion in the fifth year alone. With an
estimated on-budget surplus in 2006 of
only $267 billion—which includes a sur-
plus in the Medicare HI Trust Fund of
$44 billion—the impact of such an error
would be disastrous, as Congress would
be forced to dip into the Medicare sur-
plus in that year alone, even absent
any changes in tax or spending policies
today.

It also bears noting that for the ten
year projections, nearly two-thirds of
the projected surplus will not accrue
until after the fifth year. In fact, only
$2 trillion—or 36 percent—of the sur-
plus will accrue over the coming five
years, while 64 percent—or $3.6 tril-
lion—will materialize in the final five
years. If surpluses prove to be substan-
tially lower in the fifth year alone, the
impact on subsequent years would like-
wise be substantial—and any long-term
tax cuts and spending increases pre-
mised on the higher estimates could
quickly force us to use Social Security
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surplus or even put the budget back
“in the red.”

Given CBO’s acknowledged potential
for error—and the devastating impact
it would have on our surpluses—I be-
lieve we should follow the advice that
Federal Reserve Chairman Alan Green-
span gave the Budget Committee on
January 25. Specifically, Chairman
Greenspan stated:

In recognition of the uncertainties in the
economic and budget outlook, it is impor-
tant that any long-term tax plan, or spend-
ing initiative for that matter, be phased in.
Conceivably, it could include provisions
that, in some way, would limit surplus-re-
ducing actions if specified targets for the
budget surplus and federal debt were not sat-
isfied.

In fact, in response to Chairman
Greenspan’s recommendation, I joined
Senator BAYH, Senator TORRICELLI, and
eight other bipartisan colleagues in
crafting and introducing a bipartisan
resolution that outlined the principles
of a ‘‘trigger” mechanism that would
be based on Chairman Greenspan’s ad-
vice.

Specifically, our principles included
the fact that, pursuant to Chairman
Greenspan’s advice, tax cuts and spend-
ing increases adopted during the 107th
Congress should include a trigger
mechanism that links the phase-in of
these proposals to actual fiscal out-
comes. Furthermore, we stated that
the trigger should outline specific leg-
islative or automatic actions that shall
be taken if specific levels of public debt
reduction are not achieved, and should
only be applied prospectively—not re-
peal or cancel any previously imple-
mented portion of a tax cut or spending
increase.

Mr. President, the amendment we are
offering today turns those bipartisan
principles into an actual legislative
mechanism. Specifically, it creates an
automatic trigger mechanism that
links the phase-in of new tax cuts and
new spending to debt reduction goals in
2004 and 2006. In addition, it includes a
“Mid-Course Correction’” mechanism
that ensures the Congress has both an
incentive—and an expedited means—to
get back on track during all other
years in which the debt reduction tar-
gets are missed.

First, the amendment lays out debt
targets that must be achieved at the
close of upcoming fiscal years. These
targets—which are taken directly from
CBO’s ““Budget and Economic Outlook”
report issued in January—assume that
the Social Security and Medicare HI
Trust Fund surpluses are used for debt
reduction.

Besides laying out debt targets for
the end of each fiscal year, it also re-
quires that the Secretary of the Treas-
ury make additional reports to the
Congress—on both July 1 and the first
Tuesday after Labor Day (when Con-
gress returns from the August recess)—
on the status of our progress toward
achieving the debt reduction goal for
the year. If the Secretary of the Treas-
ury reports that the goal will not be
met, Congress will know that steps
must be taken to get back on track.
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Next, the amendment creates the
automatic ‘‘trigger’” that links the
phase-in of tax cuts, mandatory spend-
ing, and discretionary spending to the
achievement of the debt reduction
goals in 2004 and 2006.

If the debt targets are not met,
then—at the start of the following fis-
cal year (2005 or 2007)—the scheduled
phase-in of tax cuts would be delayed
for one year, or until the target is met
in a future year. Of importance, this
tax trigger—if implemented—would in
no way lead to a tax increase. Rather,
it would simply delay the next sched-
uled phase-in of any tax cuts that in-
cluded a phase-in during those years.

In the same manner, the phase-in of
new mandatory spending programs
would be delayed, with no impact on
any provision that had already been
implemented.

[Of note, based on the package before
us, the tax cuts that would be affected
by the trigger would include the phase-
in of marginal rate reductions (2005 and
2007); the per child tax credit (2007);
marriage penalty relief (2007); and es-
tate tax rate relief (2007). Because no
new mandatory spending programs
have been enacted this year, there
would be no impact on such programs—
at least at this time.]

In addition, the trigger would hold
discretionary spending at the level of
the previous year, adjusted for no more
than the rate of inflation.

Why allow for growth with inflation?
Put simply, these programs—which in-
clude education, defense, and health—
are funded on an annual basis. In con-
trast, mandatory spending—such as the
Social Security and Medicare pro-
grams—is not controlled on an annual
basis and can fluctuate from year-to-
year depending on how many individ-
uals are eligible for the program, the
rate of inflation, and other factors.
When considering the critical impor-
tance of many discretionary spending
programs, we should ensure that these
programs are treated no worse than
mandatory spending. By simply allow-
ing them to grow with inflation, we are
at least ensuring that the benefit of
these programs is not eroded simply
due to a rise in the cost of living.

Ultimatley, if the combined impact
of stopping the phase-in of tax cuts and
mandatory spending, and of holding
discretionary spending to the rate of
inflation, is more than is necessary for
meeting the debt reduction goal, the
impact can be mitigated through the
consideration of legislation that would
lessen the impact. To ensure that tax
cuts and spending are treated equally,
such legislation must increase tax cuts
and overall spending in a proportionate
manner, and any amendments to the
legislation must maintain this balance.

The amendment also includes a
“Mid-Course Correction’” mechanism
that would be available to the Congress
in all other years that the debt reduc-
tion targets are not met.

Specifically, if the debt reduction
target is not met at the end of a fiscal
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year—or the Treasury Secretary re-
ports in July or September that the
debt reduction target will likely not be
met—any member of the House or Sen-
ate would have the ability to call up
privileged legislation that would im-
mediately block all scheduled phase-
ins of tax cuts and new mandatory
spending for the coming year, and hold
overall discretionary spending at the
rate of inflation over the previous
year’s funding level. During the floor
consideration of the legislation,
amendments could be offered to adjust
the impact of the Mid-Course Correc-
tion legislation if it would generate
more savings than are necessary, but
such amendments must affect tax cuts
and overall spending in a proportionate
manner.

Ultimately, it will be up to the Con-
gress and the President to decide if
Mid-Course Correction legislation will
be passed and enacted—and it will also
be on their shoulders to explain why
they did not act in the face of debt re-
duction targets not being achieved. Ul-
timately, if Congress continually ig-
nores violations of the debt reduction
targets during these years, the auto-
matic ‘‘trigger’” in years 2005 and 2007
will almost inevitably be enforced.

As with the Mid-Course Correction,
this amendment also allows provides
for the consideration of privileged leg-
islation that would make adjustments
to the automatic trigger if its impact
would be more severe than is nec-
essary. In the same manner, amend-
ments to adjust the trigger’s impact
would need to ensure that a propor-
tionate balance is retained between tax
cuts and spending.

In response to concerns that a trigger
may actually lead to tax cuts and
spending being turned off at the
“wrong time’’—such as during an eco-
nomic downturn or national emer-
gency—the amendment would allow
the House and Senate to waive the
trigger with a three-fifths vote at any
time, just as the requirements of the
Balanced Budget Amendment would
have been waived with a supermajority
vote. And if we are actually in the
throes of a recession or a declaration of
war is in effect, the trigger would be
waived with a mere majority vote—a
margin that would be easily attainable.

Finally, in deference to the fact that
there are legitimate differences of
opinion about how quickly the publicly
held debt can be redeemed, the amend-
ment allows the debt targets to be ad-
justed in a given year if the Secretary
of the Treasury certifies that the tar-
get cannot be reached because the De-
partment of the Treasury will be un-
able to redeem a sufficient amount of
securities from holders of federal debt
to achieve the target.

Of note, such -certification—which
must be transmitted by the President
to the Congress—must outline the spe-
cific reasons that the targets cannot be
achieved, and the estimated amount of
‘“‘excess reserves’’ that will accumulate
due to an inability of the Treasury to
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redeem federal debt. Under no cir-
cumstances would such a waiver be al-
lowed if the reason for the shortfall is
simply a lack of surplus revenues being
available to redeem federal debt. And
to ensure that ‘‘checks and balances”
are maintained, Congress can override
the decision of the Secretary of the
Treasury with a majority vote.

Mr. President, just as the tax bill is
the type of ‘‘insurance’ that Chairman
Greenspan recommended to lessen the
impact of an economic downturn, I be-
lieve this amendment would serve as a
critically needed ‘‘insurance plan”’
within this tax bill and in subsequent
spending legislation. While I believe
the surplus estimates on which our
budget and this tax bill are based are
sound, we simply cannot take the
chance that our estimates will prove to
be wrong or that future Congresses will
over-utilize the surplus and imperil
debt reduction.

Furthermore, I would hope that my
colleagues who worked so hard over the
years for the passage of a constitu-
tional amendment to balance the budg-
et would see this as a similar effort to
maintain fiscal responsibility. We sim-
ply cannot afford to see the hard work
that went into making the desired goal
of the Balanced Budget Amendment a
reality today be undone by the adop-
tion of tax or spending policies that are
allowed to move forward un-checked.

Ironically, for those who believe that
the assumptions on which the budget
and this tax bill are based are sound,
the trigger poses no threat as it would
never be turned on. Likewise, for those
who are concerned about the assump-
tions, there is every reason to support
the trigger as it would serve as a
strong line of fiscal defense if today’s
surplus estimates prove to be tomor-
row’s ‘‘pipe dream.”

Nevertheless, I'm sure that some of
my colleagues will simply argue that
triggers are doomed to failure, and cite
the Gramm-Rudman-Hollings deficit
control mechanism as a case in point. I
would argue that although some may
dispute the value of the trigger, argu-
ing that Gramm-Rudman-Hollings may
not have been successful at reigning in
deficits, it did serve as a strong incen-
tive for Congress to control spending.
In fact, discretionary spending grew at
an average annual rate of eight percent
leading up to Gramm-Rudman-Hol-
lings, and only two percent in the five
years after.

The bottom line is that I can’t think
of any event that has ever had such a
profound impact on congressional
spending—short of the watershed Con-
gressional elections of 1994—and I be-
lieve that this trigger could have the
same profound impact both tax cuts
and spending during the coming 10
years.

Mr. President, this amendment is
just the type of fiscally responsible
proposal that I believe the American
people are hoping we in the Congress
will embrace as we pursue tax cuts and
spending increases in the months
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ahead, and I urge my colleagues to sup-
port it accordingly.

Mr. BAUCUS. I have stated my rea-
sons why I think this is not a good
idea. I stand by what I said, on the en-
titlements, which is an additional rea-
son why the provision isn’t firm, to say
the least. It is more than infirm; it is
beyond infirmity.

I urge that the Senate not approve it.
I yield back the balance of my time.

The PRESIDING OFFICER. Under
the previous order, the Senator from
Louisiana is recognized for 15 minutes.

AMENDMENT NO. 686

Ms. LANDRIEU. Mr. President, let
me begin by sending an amendment to
the desk and ask for its immediate con-
sideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Louisiana [Ms. LAN-
DRIEU], for herself and Mr. CRAIG, and Mrs.
LINCOLN, proposes an amendment numbered
686.

Ms. LANDRIEU. Mr. President, I ask
unanimous consent reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

On page 18, between lines 14 and 15, insert
the following:

SEC. 202. EXPANSION OF ADOPTION CREDIT AND
ADOPTION ASSISTANCE PROGRAMS.

(a) IN GENERAL.—

(1) ADOPTION CREDIT.—Section 23(a)(1) (re-
lating to allowance of credit) is amended to
read as follows:

‘(1) IN GENERAL.—In the case of an indi-
vidual, there shall be allowed as a credit
against the tax imposed by this chapter—

‘“(A) in the case of an adoption of a child
other than a child with special needs, the
amount of the qualified adoption expenses
paid or incurred by the taxpayer, and

‘“(B) in the case of an adoption of a child
with special needs, $10,000.”".

(2) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137(a) (relating to adoption assistance
programs) is amended to read as follows:

‘‘(a) IN GENERAL.—Gross income of an em-
ployee does not include amounts paid or ex-
penses incurred by the employer for adoption
expenses in connection with the adoption of
a child by an employee if such amounts are
furnished pursuant to an adoption assistance
program. The amount of the exclusion shall
be—

‘(1) in the case of an adoption of a child
other than a child with special needs, the
amount of the qualified adoption expenses
paid or incurred by the taxpayer, and

‘(2) in the case of an adoption of a child
with special needs, $10,000.”.

(b) DOLLAR LIMITATIONS.—

(1) DOLLAR AMOUNT OF ALLOWED EX-
PENSES.—

(A) ADOPTION EXPENSES.—Section 23(b)(1)
(relating to allowance of credit) is amend-
ed—

(i) by striking
‘$10,000",

(ii) by striking ‘‘($6,000, in the case of a
child with special needs)’’, and

(iii) by striking ‘‘subsection (a)”’ and in-
serting ‘‘subsection (a)(1)(A)”’.

(B) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137(b)(1) (relating to dollar limitations
for adoption assistance programs) is amend-
ed—

€“$5,000” and inserting
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(i) by striking and
‘$10,000”, and

(ii) by striking ‘($6,000, in the case of a
child with special needs)’’, and

(iii) by striking ‘‘subsection (a)”’ and in-
serting ‘‘subsection (a)(1)”.

(2) PHASE-OUT LIMITATION.—

(A) ADOPTION EXPENSES.—Clause (i) of sec-
tion 23(b)(2)(A) (relating to income limita-
tion) is amended by striking ¢$75,000” and
inserting ‘“$150,000"°.

(B) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137(b)(2)(A) (relating to income limita-
tion) is amended by striking ¢$75,000” and
inserting ‘‘$150,000"".

(c) YEAR CREDIT ALLOWED.—Section 23(a)(2)
(relating to year credit allowed) is amended
by adding at the end the following new flush
sentence:

“In the case of the adoption of a child with
special needs, the credit allowed under para-
graph (1) shall be allowed for the taxable
yvear in which the adoption becomes final.”.

(d) REPEAL OF SUNSET PROVISIONS.—

(1) CHILDREN WITHOUT SPECIAL NEEDS.—
Paragraph (2) of section 23(d) (relating to
definition of eligible child) is amended to
read as follows:

“(2) ELIGIBLE CHILD.—The term
child’ means any individual who—

‘“(A) has not attained age 18, or

‘“(B) is physically or mentally incapable of
caring for himself.”.

(2) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137 (relating to adoption assistance pro-
grams) is amended by striking subsection (f).

(¢) ADJUSTMENT OF DOLLAR AND INCOME
LIMITATIONS FOR INFLATION.—

(1) ADOPTION CREDIT.—Section 23 (relating
to adoption expenses) is amended by redesig-
nating subsection (h) as subsection (i) and by
inserting after subsection (g) the following
new subsection:

““(h) ADJUSTMENTS FOR INFLATION.—In the
case of a taxable year beginning after De-
cember 31, 2002, each of the dollar amounts
in subsection (a)(1)(B) and paragraphs (1) and
(2)(A)(1) of subsection (b) shall be increased
by an amount equal to—

‘(1) such dollar amount, multiplied by

‘“(2) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, deter-
mined by substituting ‘calendar year 2001’
for ‘calendar year 1992’ in subparagraph (B)
thereof.”.

(2) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137 (relating to adoption assistance pro-
grams), as amended by subsection (d), is
amended by adding at the end the following
new subsection:

“(f) ADJUSTMENTS FOR INFLATION.—In the
case of a taxable year beginning after De-
cember 31, 2002, each of the dollar amounts
in subsection (a)(2) and paragraphs (1) and
(2)(A) of subsection (b) shall be increased by
an amount equal to—

‘(1) such dollar amount, multiplied by

‘(2) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, deter-
mined by substituting ‘calendar year 2001’
for ‘calendar year 1992’ in subparagraph (B)
thereof.”.

(f) LIMITATION BASED ON AMOUNT OF TAX.—

(1) IN GENERAL.—Section 23(c) (relating to
carryforwards of unused credit) is amended
by striking ‘‘the limitation imposed’” and all
that follows through ‘‘1400C)’ and inserting
‘‘the applicable tax limitation”.

(2) APPLICABLE TAX LIMITATION.—Section
23(d) (relating to definitions) is amended by
adding at the end the following new para-
graph:

“(4) APPLICABLE TAX LIMITATION.—The
term ‘applicable tax limitation’ means the
sum of—

“(A) the taxpayer’s regular tax liability for
the taxable year, reduced (but not below

£‘$5,000”’ inserting

‘eligible
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zero) by the sum of the credits allowed by
sections 21, 22, 24 (other than the amount of
the increase under subsection (d) thereof), 25,
and 25A, and

‘(B) the tax imposed by section 55 for such
taxable year.”.

(3) CONFORMING AMENDMENTS.—

(A) Section 26(a) (relating to limitation
based on amount of tax) is amended by in-
serting ‘‘(other than section 23)° after ‘‘al-
lowed by this subpart’.

(B) Section 53(b)(1) (relating to minimum
tax credit) is amended by inserting ‘‘reduced
by the aggregate amount taken into account
under section 23(d)(3)(B) for all such prior
taxable years,’”’ after “1986,”’.

(g) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2001.

Ms. LANDRIEU. Mr. President, the
amendment I propose has to do with
the adoption tax credit. Before I get
into the specifics of that amendment, I
will make some general remarks about
the previous amendment briefly, about
the overall bill, and a few other points
before I get into specifics of this
amendment.

Let me congratulate my colleagues
from Maine, Indiana, and Michigan,
Senators SNOWE, BAYH, and STABENOW,
for offering their amendment, which I
am proud to be a cosponsor of, the trig-
ger mechanism just presented to this
body and explained so beautifully.

I want to add my voice to say that I
intend to support that amendment. I
think it will bring discipline to this
process, it will bring some more cer-
tainty, and it will help us to stay the
course of fiscal discipline which has
served this country and this economy
so well over the last 8 years.

To reiterate, it is not just giving us a
caution about the tax cuts, but it is
cautioning us about spending too
much. I think that is a very good bal-
ance. The mechanisms have been
worked out. Chairman Greenspan has
indicated support of this concept. That
debate will be left for another day,
with more debate on Monday. I express
my support.

Second, I express my compliments to
the Senator from Iowa and the Senator
from Montana for the way they have
handled the debate. I especially appre-
ciate the way the chairman has been
open to listening to different ideas, to
considering all as thoughtfully and as
seriously as he could, given there
would literally be 100 ways to write
this bill. But we can only have one bill
and all 100 Members have to have some
input into shaping it. We could all
write it our special way, but the fact is
this body and our democracy mandates
we do this together. It is not a simple
process. I thank the chairman for his
patience and the ranking member for
his graciousness in listening to me on
many issues, particularly this amend-
ment.

Since I am not going to speak very
long, I make a public comment and
compliment also my colleague from
North Dakota, Senator CONRAD, a
member of the Finance Committee. He
has been a tremendous leader in this
whole debate. Although Members may
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disagree with some of his positions, I
think he has gained such respect in
this debate, explaining these very com-
plicated matters in ways people in my
State, most certainly, have expressed
to me, and I appreciate his efforts. I
thank him publicly tonight for his hard
work and dedication.

The amendment I send to the desk
tonight is a very important amend-
ment. This underlying tax reduction
bill has some very good provisions in
it. I mention a few. The refundability
of the child tax credit and the doubling
of the child tax credit is very impor-
tant to the people of Louisiana and to
many working families around the Na-
tion.

Marriage penalty relief is something
I have supported, along with Members
on both sides of the aisle. It is time
that we make adjustments to this par-
ticular problem in the Tax Code.

I also am pleased to see the estate
tax reform and repeal as a part of this
tax package. And particularly for Lou-
isiana and for so many States, the col-
lege savings plan withdrawals, making
them tax free, gives a lot of hope and
encouragement to help people in Lou-
isiana and all through this Nation
begin early to set aside money for their
children’s education. A good, solid edu-
cation through college is an excellent
way to give the foundation for some-
one’s success in life. In this new global
economy with new technologies and
the importance of skills, having a good,
solid education is important. We have
been debating many different aspects
of education. I think the college sav-
ings plan is a very good feature in this
bill.

There are some serious problems
with it. It is backloaded. I wish the 15-
percent tax bracket could have been re-
duced and addressed. There is a smaller
amount of stimulus than I think is
wise, given the slowdown in the econ-
omy. I will make a decision about how
I am going to vote on this bill, based
on the pros and cons, on Monday when
we have the final vote. But I want to
suggest tonight that there is one
amendment that really should be
added. It should be included. It is some-
what glaring that it is not. The chair-
man knows this, and the ranking mem-
ber. The amendment I am speaking
about is the renewal and doubling ex-
tension and fixing of the adoption tax
credit, a tax credit that has been so
broadly accepted and enthusiastically
supported by many Members of this
body.

Just today, in fact, over 300 Members
of the House of Representatives voted
affirmatively for the Hope for Children
tax credit relief. I offer this amend-
ment on behalf of myself and the Sen-
ator from Idaho, Mr. CRAIG. There are
a number of other cosponsors. I would
like to mention Mrs. CLINTON, the Sen-
ator from New York, and others who
have supported this particular provi-
sion.

This amendment would extend the
$5,000 tax credit, doubling it to $10,000.
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One of the things we must remember
is, if we do not fix this tax credit now,
it expires, not next year, not 2 years
from now, as some of the other tax
measures we are speaking about, but it
expires in December of this year. So in
7 months this tax credit that has done
so much good for people in this country
is set to expire.

The other reason to support it is
there is overwhelmingly enthusiastic
bipartisan support for it.

The third really good reason is that
it is so cost effective. It is such a small
amount of money relative to the over-
all package that I am certain we can
find a way, if we find the will to in-
clude this in this package.

There were over 125,000 children
adopted last year; 15,000 children came
to this country from another place in
the world. Those places were quite
grim. I have been to many of them.
Some of these children were taken off
hospital floors. Some of these children
were found starving. Some of these
children were found sick. Some of these
children were found with an inability
to walk, some could not see, some
could not hear. But a family, a mother,
a father in this country said: I will
take that child, at great expense, and I
will raise that child and do something
good for the world and do something
good for our family and do something
wonderful for this child.

There were over 100,000 children who
were adopted by American families.
Some of these children were healthy.
All of these children were beautiful.
All children are beautiful and should be
loved and cared for and nurtured.

Some of these children have great
and special needs. I have seen children
who have been adopted who have no
limbs, who cannot see. Children have
been adopted who have a very short
lifespan. But because the heart of peo-
ple is so great and their generosity so
tremendous, homes and hearts have
been opened, families have been built,
children have been given hope, and par-
ents who were desperate for children
and could not have them have had
their dreams come to reality.

The least we can do in this body, as
we debate this $1.35 trillion tax cut, is
to add one-third of 1 percent to make
this tax credit real, to extend it so it
does not just go away, and to double it
so it really can help as these expenses
rise, and to fix it so it works for chil-
dren who are being adopted out of fos-
ter care.

I know my time is coming to an end.
I say in closing, there are today 500,000
children—a half a million children—
who have been removed from their
homes because of abuse and neglect.
There are 100,000 of those 500,000 whose
parental rights have been terminated.
If we don’t work a little harder and a
little better to fix our court system, to
support our social workers, to give our
judges the support they need, and to
help where we can—and this is one way
to build in our Tax Code an incentive
to help some of these children get
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adopted and to help parents bear the
tremendous expenses associated—I
think we will be making a grave mis-
take and missing a wonderful oppor-
tunity.

I urge Members of this body to con-
sider this carefully. It doesn’t cost a
lot. It will bring a great deal of joy and
hope and happiness to children and
families everywhere. It is something
we can do, and as Mr. GRAMM, the Sen-
ator from Texas, said when we dis-
cussed this last year, it really is a
shame that this tax cut is scored in a
way that costs us, because if you think
about it, this is a great savings to the
taxpayer, because when children are
adopted out of foster care, or when
children are adopted who are for some
reason not wanted, or their families
want them but they cannot raise them
so someone else takes that child and
raises that child and nurtures that
child, I promise you there is $100,000 or
more savings to the taxpayer by the
little $10,000 we give in the credit.

We save hundreds of thousands of
dollars because these children do not
end up in special education or in the
hospital or in jail or in a mental health
ward. Why? Because they have parents
to love them and care for them. So
while the committee has given me a
score on my tax credit, I have argued,
and I think I could be supported in a
court of law, this tax credit is a great
savings to this Government. For every
child we can get adopted, we don’t have
to pick up the expenses for them. I
think it is what God wants us to do. I
am positive it is the right thing to do.
I thank my colleagues for giving me
this time to offer it. I hope we can find
a way to do this.

I yield my time.

Mr. CRAIG. Mr. President, I am glad
to join my colleague and cochair of the
Congressional Coalition on Adoption,
Senator LANDRIEU, in offering this
amendment to the tax relief bill.

Our amendment will renew two expir-
ing provisions of the Tax Code that are
critically important to American fami-
lies: the adoption tax credit and the ex-
clusion for employer-provided adoption
benefits. It will also modernize and im-
prove these provisions, in response to
what we have learned families really
need and want in this area.

Not a week goes by that I don’t get a
call, or an e-mail, or a visit from some-
one telling me what a help the adop-
tion tax credit is to them, and how im-
portant it is for Congress to renew it.
As my colleagues all know, this credit
was added to the Tax Code in 1996, fol-
lowing years of effort. The idea was to
allow families to keep a little more of
their own hard-earned money to help
absorb the extraordinary costs of adop-
tion.

Since these adoption tax benefits
have gone into effect, tens of thousands
of families have claimed it. More im-
portant, that means tens of thousands
of children have, in part because of this
tax credit, found loving, permanent
adoptive homes.
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Yet there are many, many children
still waiting for that happy outcome—
more than 100,000 in America, and more
around the world, and the adoption tax
credit will expire at the end of this
year. Furthermore, in looking at how
the credit has worked since 1996, we
have discovered that not all families
are equally able to use the tax credit to
help them cope with the true costs of
adoption.

That is why at the beginning of this
Congress, we introduced S. 148, the
Hope For Children Act, to extend and
improve the tax credit so that it can
continue to help Americans form fami-
lies through adoption. That bill is co-
sponsored by seventeen of our col-
leagues, representing a wide political
and geographic spectrum; the House of
Representatives unanimously passed
their version of the bill earlier today;
and the bill has won the support of all
segments of the adoption community.
It is this bill, the Hope For Children
Act, that is reflected in the amend-
ment we are offering today.

There are families who are sitting at
the kitchen table today, trying to fig-
ure out if they can afford to open their
hearts and homes to a child through
adoption. Let us send a strong message
of hope to those families, and to the
thousands of waiting children, by pass-
ing this amendment.

The PRESIDING OFFICER. The
Chair recognizes the Senator from
Iowa.

Mr. GRASSLEY. Mr. President, adop-
tion is the right thing, at least as op-
posed to foster care. As I have been
working on adoption issues for a long
period of time, there is one thing I hear
from kids who have been floating from
one foster home to another, who have
been in the system for a long period of
time. What they want is a mom and a
dad. What they really are saying is
they want some permanency.

One of the greatest sins of govern-
mental policy is in the adoption and
foster care area, where people grow all
the way through their teenage years
and get to be 18 and are adults and
never have a mom and a dad.

Every child has a right to grow up in
a safe and loving home. I hope my work
on the Adoption and Safe Families Act,
which succeeded in shortening the time
lines for children in foster care, is a
major effort towards this goal that we
all seek.

Included in the Adoption and Safe
Family Act was a provision I authored
to break down barriers when a family
living in one jurisdiction wants to
adopt a child in another jurisdiction.

I compliment Senator LANDRIEU. She
has been steadfast in her advocacy for
adoption. Senator CRAIG has joined her
to make adoption tax incentives a very
strong bipartisan objective. I have been
pleased to join these two distinguished
Senators in the past on efforts they
have made in this direction. I don’t
know what the future holds exactly,
but I promised the Senator from Lou-
isiana I would work with her and Sen-
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ator CRAIG on their amendment and see
what, if anything, we can do. We will
have the weekend and Monday to work
on that. Hopefully, we can accommo-
date in some way.

Ms. LANDRIEU. Thank you, Mr.
Chairman.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, I very
much appreciate the comments of both
the Senator from Louisiana and the
Senator from Iowa. This is a very fine
amendment for lots of reasons, as has
already been articulated here. I think
we can find a way to get this done. I
compliment the Senators.

We know lots of families who would
love to adopt a child. How wonderful it
is for the families to be able to adopt a
child. It means a great deal for the par-
ents to have those children. So many
people want to have children and just
cannot. I thank the Senator for what
she is doing.

Ms. LANDRIEU. I thank the Senator
very much.

The PRESIDING OFFICER
GRASSLEY). I thank the Senator.

The Senator from Florida, Mr. GRA-
HAM, is the next Senator to be recog-
nized to offer an amendment.

Mr. BAUCUS addressed the Chair.

The PRESIDING OFFICER. If the
Senator from Florida will withhold,
the Senator from Montana is recog-
nized.

Mr. BAUCUS. Mr. President, I would
just like to say that on an earlier
amendment I got a little carried away
in being critical of it. In fact, I even
suggested the amendment was more of
a message amendment. I do recognize
that, frankly, it was a very good-faith
effort to meet a real concern; namely,
whether we can meet our fiscal respon-
sibilities as we look to see whether
these budget surpluses materialize or
not.

I do still think the amendment is not
a good one, but not because it is not
well intended. It is very well intended.
The authors have worked very long and
hard to try to figure out a way to make
it work. But I think it is too com-
plicated. It is more in the nature of a
Rube Goldberg solution. But it is very
well intended.

I compliment the Senators who of-
fered that amendment and tell them I
respect their effort efforts. I just apolo-
gize to those Senators if they took per-
sonal offense at my earlier comments.

The PRESIDING OFFICER (Mr.
HUTCHINSON). The Senator from Flor-
ida.

Mr. GRAHAM. Mr. President, I re-
quest that I be notified when I have
used 3 minutes of my time.

The PRESIDING OFFICER. The
Chair will do so.

AMENDMENT NO. 687

Mr. GRAHAM. Mr. President, this is
the first of two amendments I will offer
this evening. This amendment goes to
the basic structure of the kind of ap-
proach Congress should take to reduc-
ing our Nation’s taxes. I support a sig-
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nificant tax bill. I do not support the
bill that is before us this evening.

The second amendment I will offer
will go to one of the reasons I do not
support the bill, a specific defect which
I think is illustrative of other defects
within this legislation.

The amendment we offer first raises
two basic questions: Should we have a
single tax bill that will absorb all of
the funds which this Congress has de-
termined are appropriate to allocate to
tax cuts for the next 11 years? And are
we so prophetic that we can decide in
May of 2001 what our total tax policy
should be through the year 20117

As smart as we might be, I do not
think we can meet that test.

So I, with my colleague, Senator
CORZINE, will argue that we should
have a series of tax bills: A bill today,
yes—a pause, a time for reflection, a
time for examination of our economic
circumstances, a time to reevaluate
our surplus for the future—and then a
thoughtful determination as to wheth-
er, for what purpose, and in what
amount we should have a second tax
bill.

Why is this approach of one-at-a-
time, rather than one, period, a more
appropriate direction? First, there is
the unreliability of an 11-year projec-
tion of surpluses. That issue has been
discussed at length in several other
contexts today. Second, there will be
needs, some seen and some unforeseen,
which will emerge in the next 11 years,
that will justify tax cuts. But if we
have already committed all of the re-
sources available for that purpose, we
will not be able to attend to those.

One of those needs we have learned
about in the last few hours, as the
President and the Vice President have
announced a new energy strategy for
America, much of which is based upon
tax reductions in order to create incen-
tives for Americans in various enter-
prises to act in ways that will be ad-
vantageous to the Nation.

And third, one-at-a-time gives us
greater assurance that we will not drift
into deficits, that we will not repeat in
2001 what we did in 1981.

The PRESIDING OFFICER. The Sen-
ator has used 3 minutes.

Mr. GRAHAM. Mr. President, with
that introduction, I would like to turn
to my colleague and partner in this ef-
fort to discuss, if we have a series of
tax bills, what should the first tax bill,
the tax bill of May 2001 encompass.

The PRESIDING OFFICER. The Sen-
ator from New Jersey.

Mr. CORZINE. Mr. President, I rise
to support my friend and colleague, the
senior Senator from Florida.

I very much agree and concur that
we would be better served by a series of
tax cuts that would provide for under-
standing where we are in the economy.
As we move along in this process, we
could fit circumstances much more ef-
fectively into that process.

I have some trouble with the overall
tax program we are considering. I have
trouble with the issues with regard to
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how this is formulated for debate. I
compliment Senator BYRD for his truly
remarkable comments this morning
with regard to reconciliation.

That said, there is trouble with the
size, trouble with the structure and
distribution, but maybe most impor-
tantly, as Senator GRAHAM and I are
addressing, trouble with the timing.

This tax structure we are about to
vote on does too little at a time when
we have real needs in a weakening,
slowing, and, I think, very fragile econ-
omy. Seventy percent of this tax cut
comes in the second 5 years, the out-
years, and only $10 billion in the cur-
rent year, and that is in a $10 trillion
economy. It is one-tenth of 1 percent.
It is like throwing a coin in an ocean.
It will have little, if any, significant
impact on the current state of our
economy.

There are real reasons to believe that
there is a need for the current stim-
ulus. With the actions and words of the
Federal Reserve just this week, with a
remarkable additional 50-basis-point
cut in interest rates, that is five times
this year, with a total 250-basis-point
cut, because of their serious concern.
And their concern is demonstrated not
only by what they have done but by
their words when they have reviewed
current economic conditions—seeing a
decline in employment, a rise in the
unemployment rate, weakness in pro-
ductivity numbers, which have been so
much a part of suggestion that we have
this great surplus.

There has been a real undermining of
one of the major sectors of our econ-
omy in technology, but also it has
moved very substantially into our
manufacturing sector. And there are
concerns about overseas economic
growth, which will have a very impor-
tant impact on our external accounts.
There are many signs in our economy
that give one great pause for concern
about the fragility of our economy and
its direction. We need a stimulus now.

I think the program that the senior
Senator from Florida has talked about
in the Finance Committee, and we have
discussed in this Chamber for now 2
months, is an insurance policy that is
fundamental to working hand in hand
with the Federal Reserve to make sure
we have a strong economy going for-
ward.

Those rising tides do lift all boats. A
strong economy is the best way to
make sure all Americans benefit from
our fiscal policy and how we manage
our economic affairs.

So I stand strongly in support of the
approach Senator GRAHAM will outline.

Thank you very much, Mr. President.

Mr. GRAHAM. Mr. President, how
much time remains?

The PRESIDING OFFICER. Seven
and a half minutes remain.

Mr. GRAHAM. Mr. President, I will
briefly outline the plan that the Sen-
ator from New Jersey and I have devel-
oped which we think meets the test of
an economic insurance policy. We un-
derscore the words ‘‘insurance policy.”
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No one, frankly, knows what is over
the horizon for the American economy.
As the Senator from New Jersey just
outlined, there are enough signs of con-
cern, signs that would raise apprehen-
sion, that a prudent family would say
this is a time to buy an insurance pol-
icy that will protect us, that will begin
to shift the risk, to the degree possible,
of a possible economic decline. We are
suggesting what the elements and the
specifics of that economic insurance
policy should be.

We think it needs to be immediate.
We are proposing that our bill take ef-
fect as of January 1, 2001, and that the
benefits in this calendar year would be
fully available in this calendar year.

Second, it needs to be frontloaded.
One of my criticisms of the bill before
us, which talks about being an eco-
nomic stimulus bill, is that the total
amount of tax relief that will be dis-
tributed in the form of marginal rate
reductions in this fiscal year 2001 is
less than $10 billion, in an economy ap-
proaching $8 trillion—in my judgment,
a clearly inadequate commitment if we
are serious about buying an economic
insurance policy.

We think it needs to be a substantial
commitment. We have suggested that
the substantial commitment would be
in the range of $60 billion in the year
2001 and in every year into the future.

Economic experts from some of the
most prestigious governmental and
nongovernmental agencies in the coun-
try have told us they believe that a $60
billion stimulus this year would in-
crease gross domestic product by be-
tween one-half and three-quarters of 1
percent, everything else being unaf-
fected. We think that is a significant
amount of economic growth at a time
when that growth has substantially de-
clined.

We believe this should be placed in
the hands of those Americans most
likely to spend it. So we build upon a
concept that is in the President’s budg-
et or the President’s tax bill, and that
is the addition of a 10-percent rate. But
we alter the President’s proposal in
two critical regards. First, his 10-per-
cent rate doesn’t go fully into effect
until the year 2006. Ours is fully in ef-
fect as of January 2001.

Second, his 10-percent rate covers the
first $6,000 of taxable income for a sin-
gle person; $12,000 for a married couple.
We would increase those numbers to
$9,500 for a single American, and $19,000
for a family.

What would that mean for an Amer-
ican family, every American family
that is earning $19,000 or more up to
the richest American in the country? It
would mean a $950 savings in their in-
come tax. We think that is a signifi-
cant amount of money, $35 every bi-
weekly pay period, $35 that would be
going into the pocket of that American
family to buy clothes for their chil-
dren, to make a downpayment on a re-
frigerator, all of the things they might
want to use that money for, which is
exactly what we need them to do in
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order to stimulate a demand starved
economic decline.

We also believe this plan needs to be
simple. Complexity works against
being able to get these funds into the
hands of the Americans quickly enough
to make a difference. We believe the
critical quarters are going to be the
last quarter of this fiscal year and the
first quarter of 2002. That is the last 6
months of calendar 2001. That is the 6-
month period we need to impact. That
is the 6-month period in which we will
be putting $60 billion into the pockets
of American families. We think that is
a true economic insurance policy.

If you believe the principle of let’s go
one step at a time in prudently shaping
our tax policy, as opposed to feeling
that we have to throw a 100-yard-pass
tax bill tonight that will govern us for
the next 11 years and that the prudent
first tax bill should be one that would
relate to the primary challenge facing
Americans today, which is the concern
of a declining economy, an economy
that might drift into a recession or a
recession which could be deep and pro-
longed, then we have the opportunity
today in this tax bill to play a positive
role to ensure against those negative
events.

I urge the amendment be adopted,
and I send the amendment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The senior assistant bill clerk read as
follows:

The Senator from Florida [Mr. GRAHAM],
for himself, Mr. CORZINE, and Mr. DAYTON,
proposes an amendment numbered 687.

Mr. GRAHAM. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To provide for a substitute amend-

ment which amends the Internal Revenue

Code of 1986 to provide for a 10-percent in-

come tax rate bracket)

Strike all after the first word and insert
the following:

1. SHORT TITLE; ETC.

(a) SHORT TITLE.—This Act may be cited as
the ‘“Economic Insurance Tax Cut of 2001.

(b) AMENDMENT OF 1986 CODE.—Except as
otherwise expressly provided, whenever in
this Act an amendment or repeal is ex-
pressed in terms of an amendment to, or re-
peal of, a section or other provision, the ref-
erence shall be considered to be made to a
section or other provision of the Internal
Revenue Code of 1986.

(c) SECTION 15 NOT To APPLY.—No amend-
ment made by this Act shall be treated as a
change in a rate of tax for purposes of sec-
tion 15 of the Internal Revenue Code of 1986.
SEC. 2. 10-PERCENT INCOME TAX RATE BRACKET

FOR INDIVIDUALS.

(a) RATES FOR 2001.—Section 1 (relating to
tax imposed) is amended by striking sub-
sections (a) through (d) and inserting the fol-
lowing:

‘‘(a) MARRIED INDIVIDUALS FILING JOINT RE-
TURNS AND SURVIVING SPOUSES.—There is
hereby imposed on the taxable income of—

‘(1) every married individual (as defined in
section 7703) who makes a single return
jointly with his spouse under section 6013,
and
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‘“(2) every surviving spouse (as defined in

section 2(a)),

a tax determined in accordance with the fol-

lowing table:

“If taxable income is:

Not over $19,000

Over $19,000 but not over
$45,200.

Over $45,200 but not over
$109,250.

Over $109,250 but not over
$166,500.

Over $166,500 but not over
$297,350.

Over $297,350....

The tax is:
10% of taxable income.
$1,900, plus 15% of the ex-
cess over $19,000.
$5,830, plus 28% of the ex-
cess over $45,200.
$23,764, plus 31% of the
excess over $109,250.
$41,511.50, plus 36% of the
excess over $166,500.
$88,617.50, plus 39.6% of
the excess over $297,350.

‘‘(b) HEADS OF HOUSEHOLDS.—There is here-

by imposed on the taxable income of every
head of a household (as defined in section
2(b)) a tax determined in accordance with the

following table:

“If taxable income is:

Not over $14,250

Over $14,250 but not over
$36,250.

Over $36,250 but not over
$93,650.

Over $93,650 but not over
$151,650.

Over $151,650 but not over
$297,350.

Over $297,350........cccueevn ...

The tax is:
10% of taxable income.
$1,425, plus 15% of the ex-
cess over $14,250.
$4,725, plus 28% of the ex-
cess over $36,250.
$20,797, plus 31% of the
excess over $93,650.
$38,777, plus 36% of the
excess over $151,650.
$91,229, plus 39.6% of the
excess over $297,350.

‘(c) UNMARRIED INDIVIDUALS (OTHER THAN

SURVIVING SPOUSES AND HEADS OF HOUSE-
HOLDS).—There is hereby imposed on the tax-
able income of every individual (other than a
surviving spouse as defined in section 2(a) or
the head of a household as defined in section
2(b)) who is not a married individual (as de-
fined in section 7703) a tax determined in ac-

cordance with the following table:

“If taxable income is:

Not over $9,500 ................

Over $9,500 but not over
$27,050.

Over $27,050 but not over
$65,550.

Over $65,550 but not over
$136,750.

Over $136,750 but not over
$297,350.

Over $297,350................ ...

The tax is:
10% of taxable income.
$950, plus 15% of the ex-
cess over $9,500.
$3,682.50, plus 28% of the
excess over $27,050.
$14,362.50, plus 31% of the
excess over $65,550.
$36,434.50, plus 36% of the
excess over $136,750.
$94,250.50, plus 39.6% of
the excess over $297,350.

“(d) MARRIED INDIVIDUALS FILING SEPA-

RATE RETURNS.—There is hereby imposed on
the taxable income of every married indi-
vidual (as defined in section 7703) who does
not make a single return jointly with his
spouse under section 6013, a tax determined

in accordance with the following table:

“If taxable income is:

Not over $9,500 ................

Over $9,500 but not over
$22,600.

Over $22,600 but not over
$54,625.

Over $54,625 but not over
$83,250.

Over $83,250 but not over
$148,675.

Over $148,675........cccvuevn ...

The tax is:
10% of taxable income.
$950, plus 15% of the ex-
cess over $9,500.
$2,915, plus 28% of the ex-
cess over $22,600.
$11,882, plus 31% of the
excess over $54,625.
$20,755.75, plus 36% of the
excess over $83,250.
$44,308.75, plus 39.6% of
the excess over
$148,675."".

(b) INFLATION ADJUSTMENT TO APPLY IN DE-
TERMINING RATES FOR 2002.—Subsection (f) of

section 1 is amended—

(1) by striking ‘“1993” in paragraph (1) and

inserting ‘‘2001”°,

(2) by striking 1992 in paragraph (3)(B)

and inserting ‘2000, a

nd

(3) by striking paragraph (7).
(c) CONFORMING AMENDMENTS.—

(1) The following

amended by striking

provisions are each
1992 and inserting

€“2000”’ each place it appears:

(A) Section 25A(h).

(B) Section 32(j)(1)(B).
(C) Section 41(e)(5)(C).
(D) Section 42(h)(3)(H)(1)(II).
(E) Section 59(j)(2)(B).

(F) Section 63(c)(4)(B).

(G) Section 68(b)(2)(B).

(H) Section 132(f)(6)(A)(ii).

(I) Section 135(b)(2)(B)(ii).

(J) Section 146(d)(2)(B).

(K) Section 151(d)(4).

(L) Section 220(g)(2).

(M) Section 221(g)(1)(B).

(N) Section 512(d)(2)(B).

(0) Section 513(h)(2)(C)(ii).

(P) Section 685(c)(3)(B).

(Q) Section 877(a)(2).

(R) Section 911(b)(2)(D)(ii)(II).

(S) Section 2032A(a)(3)(B).

(T) Section 2503(b)(2)(B).

(U) Section 2631(c)(2).

(V) Section 4001(e)(1)(B).

(W) Section 4261(e)(4)(A)(i1).

(X) Section 6039F(d).

(Y) Section 6323(1)(4)(B).

(Z) Section 6334(g)(1)(B).

(AA) Section 6601(j)(3)(B).

(BB) Section 7430(c)(1).

(2) Subclause (II) of section 42(h)(6)(G)(i) is
amended by striking ‘1987 and inserting
€€2000”°.

(d) ADDITIONAL
MENTS.—

(1) Section 1(g)(T)(B)({i)(II) is amended by
striking ‘‘15 percent’” and inserting ‘10 per-
cent’.

(2) Section 1(h) is amended by striking
paragraph (13).

(3) Section 3402(p)(1)(B) is amended by
striking ‘7, 15, 28, or 31 percent’ and insert-
ing ‘5, 10, 15, 28, or 31 percent’’.

(4) Section 3402(p)(2) is amended by strik-
ing ‘15 percent’ and inserting ‘‘10 percent’’.

(e) DETERMINATION OF WITHHOLDING TA-
BLES.—Section 3402(a) (relating to require-
ment of withholding) is amended by adding
at the following new paragraph:

¢(3) CHANGES MADE BY SECTION 2 OF THE
ECONOMIC INSURANCE TAX CUT OF 2001.—Not-
withstanding the provisions of this sub-
section, the Secretary shall modify the ta-
bles and procedures under paragraph (1)
through the reduction of the amount of with-
holding required with respect to taxable
yvears beginning in calendar year 2001 to re-
flect the effective date of the amendments
made by section 2 of the Economic Insurance
Tax Cut of 2001, and such modification shall
take effect on the first day of the first
month beginning after the date of the enact-
ment of such Act.”

(f) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to taxable years begin-
ning after December 31, 2000.

(2) AMENDMENTS TO WITHHOLDING PROVI-
SIONS.—The amendments made by para-
graphs (3) and (4) of subsection (d) shall
apply to amounts paid after December 31,
2000.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. I wonder if I could
reserve the time on this amendment.
The Senator had another amendment
he was going to offer.

Mr. GRAHAM. Yes.

Mr. GRASSLEY. Would the Senator
proceed to that right away.

AMENDMENT NO. 688

Mr. GRAHAM. Mr. President, the
second amendment I have is not of the
broad sweep of the amendment we have
just been discussing, but it points out,
maybe as a metaphor, some of the
problems in this legislation. This bill
proposes to repeal the estate tax in the
year 2011. That same proposal was
made by President Bush with a big dif-
ference.

CONFORMING ~ AMEND-
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The estate tax is a shared source of
income. The States get approximately
20 percent of the estate tax which is
collected at the Federal level; 80 per-
cent stays in the National Treasury.
What President Bush had suggested
was that there be an equal phase-out of
the State share and of the Federal
share. That is not what is in the bill
before us tonight, unfortunately.

What we have before us tonight is a
bill which would say that beginning
January 1, 2002, just a little more than
7 months from now, the State share
would be cut in half. Then it says that
there will be gradual further reduc-
tions and then January 1, 2005, the
State share would be zero.

The Federal share, on the other hand,
continues in effect until the year 2011.
So effectively, what we are saying,
with apparently no consultation with
our brethren in the States, is that they
are going to take the hit first because
we are the ones who decide who has to
carry the burden first. I think that is
egregiously unfair in our Federalist
system. It also is going to put States in
this position.

I was talking earlier today with the
former Governor of Ohio, our col-
league, Senator VOINOVICH. Ohio is one
of a number of States which has a bien-
nial budget; that is, they develop a
budget, and it lasts for 24 months. They
will be starting their next 24-month pe-
riod on July 1 of this year.

What we are going to say is they are
going to build a 2-year budget predi-
cated on receiving their share of the
Federal estate tax. They are going to
find that 6 months into a 24-month pe-
riod half of that money has evaporated
because we have elected to make them
our friends and fellow colleagues in
this wonderful Federal system. We
have made them have their share of the
estate tax cut occur, in this case, 10
years before the Federal share of reduc-
tion really begins to kick in and to-
tally 6 years before the Federal reduc-
tion becomes fact.

What policy rationale can there be
for us to treat the 50 States in the way
that this bill purports to do?

The amendment I have offered will
get to exactly the same destination.
The estate tax will be repealed. There
will be zero income for the States.
There will be zero income for the Fed-
eral Government because there won’t
be any tax to produce any income. But
it does what the President has sug-
gested—that we do it fairly; that both
sides of this partnership, both husband
and wife, share equally and proportion-
ately in the decline of their revenue.

There are many of us who pride our-
selves on being Jeffersonian Federal-
ists. We believe in local government.
We vote to send more responsibilities
down to local governments. We are
about to change our labels. We are be-
coming situational Federalists. We
want the States to have more local
control when it is to our benefit. But
now that we have this opportunity to
essentially raid their income, because
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they are not going to be up here vot-
ing, other than those of us who rep-
resent our constituents in the States—
of course, the U.S. Senate was pecu-
liarly established to be the representa-
tives of the interests of States, so we
ought not to be the body leading this
way. We should not be the body fight-
ing the recommendation of President
Bush to be fair and equitable. We
should be the body which is expressing
its recognition of the importance of the
States and the relationship with the
National Government.

This proposal, in my judgment, goes
180 degrees in the opposite direction.
So my amendment is simple. It says,
yes, we are going to repeal the estate
tax; yes, we are going to do it in the
same number of years as has been sug-
gested; but we are going to treat both
sides of this partnership—the States
and the Federal Government—equally
and proportionately as we do so.

I urge adoption of this amendment.

Mr. President, I send the amendment
to the desk.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Florida [Mr. GRAHAM]
proposes an amendment numbered 688.

Mr. GRAHAM. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To provide a reduction in State es-

tate tax revenues in proportion to the re-

duction in Federal estate tax revenues)

Beginning on page 64, line 17, strike all
through page 66, before line 2, and insert:

Subtitle B—Reduction of Gift Tax Rate
SEC. 511. REDUCTION OF GIFT TAX RATE AFTER
REPEAL.

On page 66, line 2, strike ‘‘(d)”’ and insert
@),

On page 67, line 1, strike ‘‘(e)”’ and insert
“(b)”.

Beginning on page 67, line 12, strike all
through page 68, line 6, and insert:

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to gifts
made after December 31, 2010.

On page 68, strike the table between lines
14 and 15, and insert:

“In the case of estates The applicable
of decedents dying exclusion amount
during: is:

2002 and 2003 .............. $1,000,000
2004, 2005, and 2006 ..... $2,000,000
2007, 2008, 2009, and

2010 i $3,000,000.”".

Beginning on page 70, line 20, strike all
through page 79, line 6.

The PRESIDING OFFICER. The Sen-
ator from Iowa is recognized.

Mr. GRASSLEY. Mr. President, the
State death tax credit is one of the last
vestiges of revenue sharing. The State
has a luxury of not having an estate
tax and just waiting for a portion of
the Federal estate tax to be allocated
to the State treasury.

What we have tried to do in this
mark is, in a fair way, allow the States
to review the concerns of their citizens,
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and if they want to have their own
death tax, then any tax paid to the
States will be fully deductible on the
final return. This will be phased in over
the next 5 years, and it will be phased
in over the next 5 years until repealed.
In fact, the tax money will be paid out
over the next 7 years.

The States will have plenty of time
for their legislatures to meet and de-
cide on a State-by-State level if they
want to maintain the death tax.

Unlike the House amendment by
Congressman RANGEL, we did not re-
peal the credit immediately. But if the
Federal Government does not collect
the money, it is not ours to share.
State death tax credit current law
states up to $2.5 million. The rate is 8
percent. Total tax is $146,800. Our relief
act before us—the act of 2001—is iden-
tical. The top rate of 16 percent is only
collected on estates over $10 million.
The number of Florida estates, for ex-
ample, over $10 million is 126. The num-
ber of Iowa estates over $10 million is

In addition, at the expense of the
American taxpayers, the Senator from
Florida is taking care of State govern-
ments. He postpones the unified credit
increase for years. The act before us
gives a $3 million credit by the year
2005. The Senator postpones $3 million
until the year 2007, and he never
reaches $3.5 million or $4 million at the
expense of the American taxpayers.

So I think it is very important that
we take a good look at this. Again, I
want to remind everybody that we
have tried to—in this estate tax provi-
sion of this bill, the phasing out of the
estate tax is a controversial issue, even
with those of us who have agreed to
this bipartisan agreement. But what is
not controversial is the way in which
this bipartisan portion of our overall
legislation, the estate tax provision,
was worked out—very carefully, in a
nonemotional, nonpolitical way, be-
tween Senator LINCOLN on the one
hand—she is a Democrat—and Senator
KYL on the other hand, being a Repub-
lican—working these things out. And
except for those who do not believe
there should be any total repeal of the
estate tax, even in the year 2001, this
was a well-accepted compromise that is
in this mark.

Obviously, this provision by the Sen-
ator from Florida detracts from that.
That is why we ask that it be defeated
when we vote on it Monday.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Florida is recognized.

Mr. GRAHAM. How much time re-
mains?

The PRESIDING OFFICER. Nine
minutes, 20 seconds.

Mr. GRAHAM. Parliamentary in-
quiry: If we do not use all of our time
this evening, will we have any of that
time available on Monday prior to the
actual consideration of these amend-
ments or do we use it or lose it without
using it tonight?

The PRESIDING OFFICER. Under
the unanimous consent agreement,
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there is no provision for additional
time. However, there is time for debate
on the bill.

Mr. GRAHAM. So the answer is, if we
don’t use the time available tonight, it
will not be carried over until Monday.

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. GRAHAM. That is not a threat to
use all 9 minutes but a small sliver.

The PRESIDING OFFICER. The Sen-
ator has that right.

Mr. GRAHAM. Mr. President, I have
great regard for Senator GRASSLEY. I
know how hard he has worked on this
bill, as he has on other issues. As he
said earlier tonight, he is prepared to
work on issues such as prescription
drugs for Medicare. I appreciate that,
and I have enjoyed the many times we
have been colleagues to achieve public
policy objectives.

I just say I think this is one of those
issues on which maybe we have to
agree to disagree. This is not a new re-
lationship. Since 1924, the States have
been participating with the Federal
Government in the estate tax, and 35
States have no other estate tax than
the share they get through their par-
ticipation in the Federal tax. In fact,
in my State, it is in the State constitu-
tion that the only estate tax that can
be collected is that which comes as a
State credit on the Federal estate tax.

So while it might appear to be easy
for the States as we are repealing the
estate tax, it is obviously not going to
be easy and for some States virtually
impossible.

I go back to the example Senator
VOINOVICH gave to me earlier today of
his own State, which is a binding budg-
et situation. They had written their
budget, or are about to, for 24 months
beginning July 1 of this year, and now
they are going to lose approximately
half—we do not have the exact State-
by-State numbers, but a significant
percentage of this source of revenue.
That is a very difficult fiscal position
for us to put our friends and colleagues
in the 50 States in and I think unneces-
sarily.

President Bush had recommended
this reduction be done proportionately.
I, frankly, assumed it was being done
proportionately until someone pointed
out that we were deviating from what
the President had recommended. I be-
lieve this is kind of a ‘‘gotcha’ ap-
proach to the States as they are so
deep into already committing them-
selves for at least 1 and maybe 2 fiscal
years. In the case of my State, our leg-
islature finished its business on May 4
or 5, with the budget to go into effect
on the first of July. It has in it ap-
proximately $775 million as our State’s
share of the estate tax. Almost half of
that is going to evaporate as of the
first of January, halfway through the
fiscal year.

The irony of this is that we talk
about we want to do something for the
American taxpayer. The American tax-
payer pays taxes at all levels of govern-
ment. If we take a substantial share of
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this source of revenue away from the
States in a precipitous move for which
they have been unable to plan, what
are the States going to do? Are they
going to have to raise property taxes to
fill the gap? Are they going to have to
raise sales taxes to fill the gap? Are
they going to have to find some other
source of revenue or begin well into
their fiscal year to make significant
cuts in services? And what is the serv-
ice that States provide?

For my State and most States, half
or more of the total State revenue is
spent on one function. What is that
function? We ought to know it well be-
cause we just spent the last 2 weeks
talking about how committed we were
to it. What is the function? Education.
That is what States do with over half
of their money.

If we think it is important for us to
spend 2 weeks debating the 7 percent of
public education which is financed
from Washington, we certainly deserve
to spend some time discussing the ap-
proximately 55 percent of education
which is paid by the States. The bal-
ance between the Federal 7 and the
State’s 55 is what is paid at the local
level, largely through property taxes.

We seem to be, at least in the
amount of attention that is being given
to this, indifferent to what we are
doing to our American taxpayers in
terms of their State responsibilities
and what we are doing to American
education by destabilizing the primary
source of financing for American edu-
cation, which is the 50 States.

Mr. President, hoping that I have not
used all of the 9 minutes, I will con-
clude by saying I think this is going to
be a test of whether we really are seri-
ous, committed Federalists and think
that respect and dignity across levels
of government is an important part of
the oil that makes this very intricate
Federal system work and that indiffer-
ence, bordering on rudeness, toward
the States is what could cause it to
begin to grind the gears.

I believe the adoption of this amend-
ment, which is the proposal made by
President Bush, which is a proposal
that gets to exactly the same destina-
tion as the advocates of repeal of the
estate tax would do but do it in a fair
and equitable manner as between our
50 States and our Federal Government,
is an extremely important statement
of our commitment to federalism. I
urge the adoption of this amendment
when it comes for a vote on Monday.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I will
take a couple minutes, and then I be-
lieve we are done.

To respond in a short fashion to what
the Senator from Florida said, we have
14 States that have a separate inherit-
ance tax. In addition, the tax due to
the State will continue to be paid
through the year 2007.

The repeal basically happens because
we increase the unified credit so rap-
idly, and this is a direct result of the
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American taxpayers having spoken by
the thousands that they want imme-
diate relief.

The President of the United States in
his proposal did his death tax repeal
with $260 billion. The bill before us
does it with $145 billion.

The President does not increase the
unified credit. So, yes, his plan is a
proportionate reduction, but the Sen-
ate and the taxpayers wanted imme-
diate relief, and that is why we end up
where we are.

Obviously, there are problems for
some Senators. I respect their objec-
tion, but we did it in the best way we
could in a compromising fashion, try-
ing to do as much as we could with a
lesser amount of money than what the
President was trying to do in his tax
program, and do it in a bipartisan fash-
ion.

As we end this evening’s debate, and
we will continue it Monday with votes
well into Monday evening to finish this
bill, I hope I can speak for people who
have wanted to see a tax bill passed,
and that includes Senator BAUCUS and
me, that we have defeated amendments
that have come before this body to
change this legislation.

If we had taken the second alter-
native of bringing this bill before this
body, that second alternative would
have been perhaps—if we had been for-
tunate—a Republican-only measure
that would have been voted on in com-
mittee 10-10. I believe a lot of the
amendments we defeated today would
have been adopted.

We brought a bipartisan bill out of
committee 14-6. We have had quite a
few bipartisan votes today. I hope peo-
ple who are reflecting upon what they
want in a tax bill, if they have what
they want without the bipartisan co-
operation—when I say ‘‘what they
want,” again I remind everybody this
is a work of compromise—more impor-
tantly, bipartisan compromise—so no-
body has really gotten what they want.
But I know there is more of an urgency
on my side for the reduction of mar-
ginal rates than there is maybe on the
other side.

It could be that people on my side do
not like the 36 percent that I agreed to
with Senator BAUCUS, but looking at
some of these votes, and particularly
how hard Senator BAUCUS was working
to make sure this bipartisan position
won, without that, some of these
amendments, and maybe a lot of oth-
ers, would have been adopted.

I say that because there is Friday,
Saturday, and Sunday to think about
this before we adopt a final bill, and
then there is Tuesday and Wednesday—
and maybe not even that much time—
to work on a conference report with
which Senator BAUCUS is going to be
involved. We have to think in terms of
what is possible to get through here
when it comes out of conference.

I don’t really know how to end this
except to say that we worked hard for
4 months to get where we are. I hope
people realize what we have put to-
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gether has been sustained. We ought to
think about that as people who may
not be totally satisfied with what we
are going to pass in the Senate try to
use the rest of the process to gain
something that is not doable in the
final analysis.

I would like to have everybody think
between now and when that conference
committee has to end sometime not
too far down in the future, to be a lit-
tle bit realistic. I think I have been re-
alistic. I think Senator BAUCUS has
been realistic or we wouldn’t be here in
the first place. For sure, we wouldn’t
be here sustaining this mark the way
we have.

I ask my colleagues, particularly on
my side of the aisle, to think of this for
the next few days.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, I urge
the Senate to heed the wise words of
the chairman of the committee. They
were important. That is, in the final
analysis, this will come down to wheth-
er there are 51 votes to adopt the con-
ference report. This is an evenly di-
vided Senate, 50/50, for all intents and
purposes. I am sure the Vice President
can break the tie, but it is basically 50/
50 and it comes down to whether there
are 50 or 51 votes.

I do believe very strongly that the
bill we are working on today is a very
significant improvement from my
point over what we otherwise would be
passing in this body and that it is a bill
very similar to that offered by the
President and passed by the House.

This bill before the Senate today is
much better in terms of distribution,
child tax credit, refundability, more
for education, tuition deduction pro-
vided for, a whole host of provisions. It
is a lot better from my point of view
and the point of view of the vast major-
ity of Members of this side.

I urge Members, as our very wise
chairman has said, to think about this
over the next several days, because
when we do come back from con-
ference, the conferees are going to have
to come up with the result, to sustain
not only in the House, which is very
easy, but to sustain in the Senate,
which is more difficult.

I urge the conferees and I urge Sen-
ators to be prudent, wise, and to re-
member there must be 51 votes in the
Senate to adopt a conference report. I
commend the chairman of our com-
mittee, but particularly Members on
my side of the aisle who have offered
amendments. There have been good
amendments, very well intended, and I
wish I could have ordered more of
them. I could not, in the view to get a
better bill for all Senators, Democrats
and Republicans.

I think it is important for all Sen-
ators to vote for a tax cut that they
think is better than otherwise we
would be facing. Some Senators are not
going to vote for a tax vote that the
conferees will bring back. It will not
happen. But I think it is my responsi-
bility to bring back a conference report
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for which some Senators on my side of
the aisle can vote. It is my hope we can
bring back a conference report that
does have the support not only of 51
Senators but significantly more than
51 Senators so it truly is bipartisan.
That very much depends on the con-
ferees.

I thank my good friend from Iowa
who has been so decent and straight-
forward and honest as the day is long,
a very wonderful person. We have more
miles to travel, and my expectation is
we will travel those in the same spirit
of cooperation.

I see my good friend from New Jersey
standing ready to leave. I say to my
good friend from New Jersey, I appre-
ciate his efforts, particularly on the
stimulus amendment. There will be an-
other day when we can adopt very good
amendments as proposed by my friends
from Florida as well as New Jersey.
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LEGISLATIVE SESSION

The PRESIDING OFFICER. The Sen-
ate will now return to legislative ses-
sion.

————

ORDERS FOR FRIDAY, MAY 18, 2001,
AND MONDAY, MAY 21, 2001

Mr. GRASSLEY. I ask unanimous
consent that when the Senate com-
pletes its business today, it adjourn
until the hour of 10 a.m. on Friday,
May 18, for a pro forma session only.
No business will be conducted during
Friday’s session of the Senate. I fur-
ther ask that, on Friday, the Senate
immediately adjourn until 9:30 a.m. on
Monday, May 21, and immediately fol-
lowing the prayer, the Journal of pro-
ceedings be approved to date, the
morning hour be deemed expired, the
time for the two leaders be reserved for
their use later in the day, and the Sen-
ate then resume consideration of the
reconciliation bill.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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PROGRAM

Mr. GRASSLEY. For the information
of all Senators, the Senate will resume
consideration of the reconciliation bill
at 9:30 a.m. on Monday. There will be
approximately 8 hours for final re-
marks on the bill and debate on a few
amendments. Under the previous order,
the Carnahan amendment will be the
first vote in a series to begin at 6 p.m.
on Monday. Senators may expect nu-
merous votes to follow, including final
passage of H.R. 1836, the tax reconcili-
ation bill.

———

ADJOURNMENT UNTIL 10 A.M.
TOMORROW

Mr. GRASSLEY. Mr. President, if
there is no further business to come be-
fore the Senate, I ask unanimous con-
sent that the Senate stand in adjourn-
ment under the previous order.

There being no objection, the Senate
at 11:28 p.m., adjourned until Friday,
May 18, 2001, at 10 a.m.

NOTICE

Incomplete record of Senate proceedings. Except for concluding business which follows,
today’s Senate proceedings will be continued in the next issue of the Record.

NOMINATIONS

Executive nominations received by
the Senate May 16, 2001:

DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT

ANGELA ANTONELLI, OF VIRGINIA, TO BE CHIEF FINAN-
CIAL OFFICER, DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT, VICE RICHARD F. KEEVEY.

UNITED STATES AGENCY FOR INTERNATIONAL
DEVELOPMENT

LORI A. FORMAN, OF VIRGINIA, TO BE AN ASSISTANT
ADMINISTRATOR OF THE UNITED STATES AGENCY FOR
INTERNATIONAL DEVELOPMENT, VICE ROBERT C. RAN-
DOLPH, RESIGNED.

DEPARTMENT OF STATE

PIERRE-RICHARD PROSPER, OF CALIFORNIA, TO BE AM-
BASSADOR AT LARGE FOR WAR CRIMES ISSUES, VICE
DAVID J. SCHEFFER.

CHARLES J. SWINDELLS, OF OREGON, TO BE AMBAS-
SADOR EXTRAORDINARY AND PLENIPOTENTIARY OF
THE UNITED STATES OF AMERICA TO NEW ZEALAND,
AND TO SERVE CONCURRENTLY AND WITHOUT ADDI-
TIONAL COMPENSATION AS AMBASSADOR EXTRAOR-
DINARY AND PLENIPOTENTIARY OF THE UNITED STATES
OF AMERICA TO SAMOA.

MARGARET DEBARDELEBEN TUTWILER, OF ALABAMA,
TO BE AMBASSADOR EXTRAORDINARY AND PLENI-
POTENTIARY OF THE UNITED STATES OF AMERICA TO
THE KINGDOM OF MOROCCO.

IN THE AIR FORCE

THE FOLLOWING NAMED OFFICERS FOR A REGULAR
APPOINTMENT IN THE GRADES INDICATED IN THE
UNITED STATES AIR FORCE UNDER TITLE 10, U.S.C., SEC-
TION 531:

To be lieutenant colonel
JEFFREY E. FRY, 0000
To be major
GEORGE A. MAYLEBEN, 0000
IN THE ARMY

THE FOLLOWING NAMED OFFICERS FOR APPOINTMENT
TO THE GRADE INDICATED IN THE RESERVE OF THE
ARMY UNDER TITLE 10, U.S.C., SECTION 12203:

To be colonel

JOHN R. MATHEWS, 0000
WILLIAM M. MENNING, 0000
KARL C. THOMPSON, 0000

Executive nominations received by
the Senate May 17, 2001:
ENVIRONMENTAL PROTECTION AGENCY

ROBERT E. FABRICANT, OF NEW JERSEY, TO BE AN AS-
SISTANT ADMINISTRATOR OF THE ENVIRONMENTAL
PROTECTION AGENCY, VICE GARY S. GUZY, RESIGNED.

EXECUTIVE OFFICE OF THE PRESIDENT

ALLEN FREDERICK JOHNSON, OF IOWA, TO BE CHIEF
AGRICULTURAL NEGOTIATOR, OFFICE OF THE UNITED
STATES TRADE REPRESENTATIVE, WITH THE RANK OF
AMBASSADOR, VICE GREGORY M. FRAZIER.

DEPARTMENT OF STATE

GEORGE L. ARGYROS, SR., OF CALIFORNIA, TO BE AM-
BASSADOR EXTRAORDINARY AND PLENIPOTENTIARY OF
THE UNITED STATES OF AMERICA TO SPAIN, AND TO
SERVE CONCURRENTLY AND WITHOUT ADDITIONAL COM-
PENSATION AS AMBASSADOR EXTRAORDINARY AND
PLENIPOTENTIARY OF THE UNITED STATES OF AMERICA
TO ANDORRA.

HOWARD H. BAKER, JR., OF TENNESSEE, TO BE AMBAS-
SADOR EXTRAORDINARY AND PLENIPOTENTIARY OF
THE UNITED STATES OF AMERICA TO JAPAN.

THE JUDICIARY

SAM E. HADDON, OF MONTANA, TO BE UNITED STATES
DISTRICT JUDGE FOR THE DISTRICT OF MONTANA, VICE
CHARLES C. LOVELL, RETIRED.

RICHARD F. CEBULL, OF MONTANA, TO BE UNITED
STATES DISTRICT JUDGE FOR THE DISTRICT OF MON-
TANA, VICE JACK D. SHANSTROM, RETIRED.

DEPARTMENT OF STATE

DONALD BURNHAM ENSENAT, OF LOUISIANA, TO BE
CHIEF OF PROTOCOL, AND TO HAVE THE RANK OF AM-
BASSADOR DURING HIS TENURE OF SERVICE, VICE MARY
MEL FRENCH.

———

CONFIRMATIONS

Executive nominations confirmed by
the Senate May 17, 2001:
DEPARTMENT OF DEFENSE

VICTORIA CLARKE, OF MARYLAND, TO BE AN ASSIST-
ANT SECRETARY OF DEFENSE.

WILLIAM J. HAYNES II, OF TENNESSEE, TO BE GEN-
ERAL COUNSEL OF THE DEPARTMENT OF DEFENSE.

EXPORT-IMPORT BANK OF THE UNITED STATES

JOHN E. ROBSON, OF CALIFORNIA, TO BE PRESIDENT OF
THE EXPORT-IMPORT BANK OF THE UNITED STATES FOR
A TERM EXPIRING JANUARY 20, 2005.

THE ABOVE NOMINATIONS WERE APPROVED SUBJECT
TO THE NOMINEES’ COMMITMENT TO RESPOND TO RE-
QUESTS TO APPEAR AND TESTIFY BEFORE ANY DULY
CONSTITUTED COMMITTEE OF THE SENATE.
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